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N S Eo S L Symbol Technologies, inc., is the global leader in mobile data transaction systems, providing innovative customer solutions

based on wireless local area networking for data and voice, application-specific mobile computing and bar code data capture, which connect the physical
world of people on the move, packages, paper and shipping pallets, to information systems and the Internet. Symbol's bar code scanners, mobile computers
and wirefess LANs are utifized worldwide in markets ranging from retailing to transportation and distribution fogistics, manufacturing, parcel and postal
delivery, government, security and healthcare. Symbol’s systems and products are used to increase productivity, efficiency, and customer service from the
factory floor to the retail store, to the enterprise and out to the home. Information about Symbol is available at www.symbol.com, or by telephone at
+1.631.738.2400 or +1.800.722.6234.




LETTER TO SHAREHOLDERS

JEROME SWARTZ | @

Chairman of the Board
and Chief Executive Officer

RICHARD BRAVMAN

President and
Chief Operating Officer

To Our Shareholders:

The year 2001 was an unusually difficult one for .
companies in the IT sector, and Symbol was no exception.
Although we remained profitable, our financial results
were disappointing. Yet as economic weakness has slowed
IT spending, Symbol has taken steps to remain strong.
We’re reducing our costs even as we invest in our best
opportunities and new customer relationships. And, at
the start of 2002, we began to put in place a new generation
of leadership to move the Company forward. As a result,
Symbol is well positioned for renewed growth and higher
profitability as the economy and IT-related spending

begin to recover.
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HIGHLIGHTS OF 2001 Despite the many challenges of 2001, during the year we:

- Completed the integration of Telxon well ahead of schedule.

-Introduced an array of new products, including wireless local area network (WLAN) enabled mobile computers for
enterprise applications.

-Scored major customer wins in both traditional and non-traditional vertical markets.

- Established an Integrated Systems Division, bringing rogether Symbol’s various products and services for custom system
analysis and design, and integration into targeted vertical industry segments.

- Upgraded our manufacturing and distribution acrivities in Reynosa, Mexico and McAllen, Texas, respectively, including
installation of state-of-the-art warehousing and distribution technology at McAllen.

- Reduced our cost base to further position the Company for the next era of growth and increased profitability.

FINANCIAL HIGHLIGHTS Revenue of $1.45 billion in 2001 was slightly higher than 2000 revenue. Net income before
non-recurring charges was $61.5 million, or $0.27 diluted earnings per share, compared to $131.9 million, or $0.64 diluted
earnings per share in 2000, reflecting the difficult operating environment during the year. Non-recurring charges were relat-
ed to the streamlining of the Company’s manufacturing facilities and an inventory writedown. When these charges are
included, the net loss for 2001 was $53.9 million, or $0.24 per share. Cash flow from operations improved over the course

of the year, finishing at a positive $27 million, and we ended the year with a significantly stronger balance sheet.

MANAGEMENT CHANGES With rhe rerirement of Tomo Razmilovic as President and Chief Executive Officer in early
2002, the Board looked to reenergize the Company and restore the growth that has been Symbol’s hallmark. Jerry Swartz
has reassumed the role of CEO, while continuing as Chairman and Chief Scientist. Richard Bravman, a 23-year Symbol
veteran who most recently served as Senior Vice President and General Manager of Symbol’s Integrated Systems Division,
and who helped build Symbol from a start-up to a global leader in wireless systems, was named President and Chief
Operating Officer.

Moving forward, we will work with the Board to identify additional talent, both internally and externally, to furcher

build our management team.
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INNOVATION AND FINANCIAL DISCIPLINE We will continue to build on Symbol’s history of developing innovative
technology and applications to deliver increased long-term shareholder value. Through our commitment to innovation,
we will grow and expand our vertical markets and applications, and rake advantage of promising new opportunities.
Products introduced within the last three years generated more than 50 percent of Symbol’s revenues in 2001. We pledge
to stay focused in those investments while keeping a tight rein on costs. We're determined to take full advantage of
Symbol’s world-class technology assets and to bring that technology leadership to the bottom line, creating growing

value for our shareholders.

BROAD, BALANCED AND STABLE Symbol’s stability and strength derive from our unique position in the markets

we serve. Based on industry standards, our mobile computing, bar code scanning, and wireless systems link the virtual
world of mobile commerce and IT infrastructure to the physical world of paper, products and people. These productivity-
enhancing IT tools offer a proven, fast recurn on investment to customers looking to reduce costs, increase efficiency, and
transform operations —from manufacturing, to transportation and logistics, to retail general merchandisers and grocers,
and out to non-traditional markets, including field sales force automation and route accounting, government, healthcare
and security. And while our customers were not immune to the slowdown of 2001, they continue to need our products

and systems, in good times and bad.

TECHNOLOGY AND PRODUCTS Major product introductions in 2001 included our new lines of rugged, mobile com-
puters: the PPT 2800, and the PDT 8100 with both pen and keypad input, both based on Microsoft’s Pocket PC operating
system and utilizing Intel’s new XScale™ mobile computer microprocessor technology going forward. These new handhelds
are designed for the growing mobile workforce that demands anywhere/anytime information, and feature local and wide
area wireless connectivity and 1-D and 2-D barcode scanning.

In October, Symbol rolled out our IEEE 802.11b, 11 Mbps voice-over-IP NetVision® Data Phone, offering data and voice
funcrionality with open standards flexibility. And, we are adding PDF-capable products utilizing Symbol’s world-standard,
high capacity 2-D bar code technology.
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We also introduced an 11 Mbps version of our AirBEAM?® software to wirelessly distribute applications and OS

upgrades to mobile computers. New scanner products included the Cobra™LS 1900 handheld, the first bar code reader
in its class to decode the emerging reduced space symbology bar codes, and the new SRS-1 ring scanner, a breakchrough
in miniaturization and ergonomics. Further innovartion led to our unique Wireless Networker} the first wireless LAN
CompactFlash™ adapter small enough to fit today’s Pocket PC’s extended card slot.

A major mobile computing thrust for Symbol is wearable computing, embodied in our ring scanner and wrist computer.
We expect our ability to enable wireless data (and voice) communication in small, low-cost wearable devices to drive
significant new applications. Symbol’s new-generation wearable and wireless systems, based on cordless and miniaturized

ring scanners, play a critical role in enhancing worker productivity at both UPS and the U.S. Postal Service.

CUSTOMERS AND MARKETS Even in a tough year, companies continued to invest in our proven, low-cost technology.
We scored significant customer wins in our traditional vertical markets of Retailing and Logistics. Today, more than 90
of the world’s top 100 retailers are Symbol customers.

In particular, we expanded our presence in retail food and drug, where long-rime customer CVS selected our
Spectrum24® wireless LANs and hand-held computers to enhance productivity and reduce costs at its stores nationwide.
Leading food retailer Giant Eagle chose our wireless LAN infrastructure for innovative food management, direct store
delivery, and shelf price audit applications. And Safeway (UK.), one of 25 major European retailers investing in Symbol’s
Portable Shopping System? ordered PSS for additional stores, reflecting the increasing focus among retailers on in-store
customer relationship management and consumer-centric tools.

Among general merchandisers, Sears deployed Symbol mobile computers with embedded Spectrum24 Network
Interface Cards and AirBEAM software for in-store, browser-based applications; J.C. Penney selected our 802.11b Access
Points and Pocket PC terminals for automated price verification; Wal-Mart ordered thousands of Symbol’s mobile and
wireless terminals; and Karstadt, Germany’s largest retailer, deployed our voice-over-IP NetVision Data Phones, advanced
hand-held scanners, and 2-D bar code technology for in-store solurions.

In what may be the world’s most extensive 802.11b (Wi-Fi) WLAN deployment, UPS is rolling out Symbol’s wireless

LAN access points and devices in 1,300 distribution centers, with potential expansion to other facilities.
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on the National ID Cards of various nations, including Peru.

‘Representative of several recent wins as we push into route accounting and field service/sales force automarion, we were
awarded a major contract by The Pepsi Bottling Group for WLAN-enabled mobile computers to enhance route delivery
service operations, featuring XScale microprocessor technology in our Pocket PC ruggedized mobile computer family.

In other market sectors:

- We scored significant wins with European postal authorities in the UK., Germany, Spain, Denmark, and Sweden.

-The U.S. Marine Corps recently ordered our ultra-tough mobile and wireless computers to track, manage, and deploy
the tons of supplies necessary to support field operations.

* The New York City Fire Department used Symbol’s rugged (GPS-enabled) pocketpalm computers to collect and track
evidence during the recovery efforts following 9/11.

- Penetration of the automotive market continued in 2001, with particular strength in Europe. The world’s leading
auromakers use Symbol’s mobile and wireless systems for such critical tasks as managing inventory and replacing parts.

And in the challenging area of U.S. homeland security, Symbol has much to contribute. Qur small, mobile and wireless
systems are low-cost, quick-to-install, proven and reliable, especially important for the airlines and the mail industry,
which face serious cost pressures. By integrating the ability to read bar codes and biometrics (such as facial features or
a fingerprint) into rugged, mobile devices, we are leveraging Symbol’s critical technology and knowledge base to offer
airport and postal security solutions: improved airline passenger/baggage match reconciliation; two-dimensional bar
code-enabled boarding passes to verify passenger LD.; and the use of a PDF digital indicia for “Intelligent Mail” that’s
traceable to its sender.

Two-dimensional bar codes are already used on drivers’ licenses in 43 jurisdictions in North America, where they
contain digitized and encrypted data and facial or fingerprint features, making PDF417 the de facto technology standard
for a U.S. national ID card. Overseas, national ID programs based on PDF417 are already up and running in Peru, Egypt,
Bahrain, and the Philippines.

STRATEGIC ALLIANCES AND PARTNERS We continue to drive the expansion of our worldwide business partner
network. This strategy is aimed at delivering full business solutions to our customers, cost-effectively reaching even
far-flung and lower-tier segments of the market and leveraging our competencies with the complementary skill sets,
products and services of first class value-added resellers. We are implementing systems that improve channel sell-through

visibility, critical to the anticipation of future changes in demand.
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Symbol maintains a strategy of forging strong, global alliances with leading technology players to accelerate introduction
of new products and drive growth across our markets. Included are enterprise application partners such as IBM, integraring
Symbol’s world-class wireless network and mobile computing technologies with IBM’s wireless e-business applicatrions and
services, as well as PricewaterhouseCoopers, KPMG, EDS, and Accenture. Our strong relationships continued with Intel,
for improvements to next-generation 802.11 wireless and mobile computer microprocessor technology; Nortel, to develop
integrated voice and data solutions; and Northrop Grumman, for automarted postal systems; as well as Lockheed, Microsoft,
Olympus, and Palm.

The formation of our Integrated Systems Division in 2001 marked another milestone in our balanced strategy of
creating systems and professional services to complement the value brought to our customers in technology and product
innovation. Our success here will be reflected in a more secure and differentiated strategic position, improved customer

satisfaction and incremental revenue and profit growth.

ouTLook Overall, Symbol today is in solid competitive and financial shape. Though 2001 was a tough year, our market
presence remains excellent, anchored by the quality of our technology and intellectual proper-ty, people, customer
relationships and partnerships, and our outstanding position in an increasingly mobile and wireless world.

We see 2002 as a transitional year, with revenues and earnings per share about flat with 2001. As overall economic
conditions improve, and IT spending begins to strengthen, we anticipate revenue and profit growth returning to Symbol’s
historic levels in 2003 and beyond. We believe our growth profile should provide an outstanding value proposition for
Symbol shareholders over the longer term.

Your management team looks forward to the challenges and opportunities that lie ahead, and to a new era of growth for

Symbol. Thank you for your patience and continued support.

45 T =

JEROME SWARTZ, PH.D. RICHARD BRAVMAN
Chairman of the Board and Chief Executive Officer President and Chief Operating Officer
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USING SYMBOL = VALUE

In the following pages, we focus on three major market
areas for Symbol—Retail and Consumer-Centric
Shopping Systems; Transportation and Logistics; and
Route Accounting and Field Operations. At every step
in the journey from making a product to selling it,
Symbol helps make the process more efficient and
cost-effective.

The Company has long been a market leader in
the retail and transportation and logistics markets.
Our systems offer customers the key to productivity—
real-time access to information. Symbol’s ability to
make things happen on the move has established the
Company as a major player in a wide variety of markets,
including manufacturing, healthcare, and government.

Symbol’s products and systems solutions are proven
and reliable. Now we are bringing our core competencies
to a variety of new markets—everything from field
service operations to security.

Because, Using Symibel = Procuctivity.
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Retail: From Traditional Applications
to Consumer-Centric Shopping
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MAKING SHOPPING MORE MOBILE AND PERSONAL
Using Symbol, retailers and grocers, who operate on low
profit margins, can enhance their productivity and gain

a significant return on their investment. Symbol’s wide
range of applications allows retailers to manage data at

the point of activity for order entry, price verification,

and inventory management.

Chain Store Age magazine recently reported that retailers in
2001 spent 28.6 percent of their IT capital budgets on store
systems. As the retail industry looks for new ways to serve
customers, Symbol is paving the way.

Our consumer-centric shopping systems are powerful
Customer Relationship Management (CRM) tools, enabling
personalized, on-the-move interaction between retailers and
their customers. Using Symbol devices, retailers can offer
specialized one-to-one promotions based on the shopper’s
needs and shopping history. Symbol devices extend the power
of point-of-sale beyond the checkout counter and into the
aisle, at the point of decision, enhancing revenue for retailers
by capturing additional consumer dollars.

Symbol’s mobile and wireless tools are helping retailers
change the way people shop by having a direct connection
to customers that allows them to influence what, when and
how much their customers buy.

EIGHT




USING SYMBOL = ENHANCED REVENUES

egplieyad Srnbels velee-ovart? Netision

> Sears depleyad Symbels mebile eonmpuiarns
it AUBEAM serfwiare and wireless systams Seamners, and PRFS17 bar cecke tachnelogy
v eriiea) in-stere applications i 660 steres, flor in-stere selviierns.

Wik e lalp @F iis pariners, Syrilbei is
Guiliging o s tnowledge in retal te furtiher
CONSUTEFS SHEDIBInG gpesancs,

!

NINE



SECURITY
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Transportation and Logistics

FROM THE SHOP FLOOR TO THE FRONT DOOR, SECURELY
Using Symbol, postal and parcel companies deliver to your
front door, truck drivers transport valuable supplies, and
security personnel verify who you are.

The building blocks of today’s supply chains share a
common architectural framework with emerging security
applications for Symbol’s technologies...connecting the
physical world of people, paper and packages to computer
information systems. Symbol’s proven, quick-to-install
and accurate mobile systems can be used across a range of
transportation, logistics and security applications, including
safeguarding our airports, ensuring the integrity of mail,
and tracking hazardous waste and weapons.

Critical to these systems is the Symbol-pioneered PDF417,
a high-capacity, two-dimensional, error-correcting portable
data file. Through its ability to encrypt biometric data, such
as facial recognition data, iris scans, and fingerprints, PDF417
is poised to play a vital role in enhancing security worldwide.

ELEVEN
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In what may be the world’s most
extensive IEEE 802.11b (Wi-Fi)

WLAN deployment, UPS is rolling
out Symbol’s wireless LAN access
points and wireless devices in 1,300
distribution centers, with a potential
of expansion to other facilities.
According to an article in
Computerworld magazine, this project
is expected to pay for itself within 16
months due to operational efficien-
cies and cost savings achieved in
package sorting and standardization
of network systems. Symbol’s
wearable and wireless computing
systems, including cordless and
triggerless ring scanners, will boost
worker productivity. Workers will use

the ring-sized infrared scanner to

input the bar codes of packages
passing on a conveyor belt, affording
hands-free sorting.The ring scanners
are also rugged, an essential feature
for a device that will be used in an
environment where boxes fly out
from chutes and whiz around on
conveyor belts.
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HELPING INFORMATION AND GOODS MOVE TOGETHER
Using Symbol, companies can ensure that they are getting
products to their customers in the most efficient and cost-
effective manner. Symbol’s mobile computing products help
companies move information and goods together smoothly.

Companies can have great manufacturing capabilities,
but if they aren’t managing their distribution information,
they aren’t operating at peak efficiency. Managing goods in
motion, from where they originate to where they are eventu-
ally used or sold, is where Symbol is the key differentiator
between good and great customer service.

With Symbol’s Mobile Gateway system, a vehicle becomes
a communications hub on wheels. In-vehicle connectivity and
communications capabilities allow drivers to gather, prepare,
send and receive data on the move. Optional features enable
central dispatch to track the location of each vehicle using an
integrated global positioning system.

The ability to know where delivery and service trucks
are, what they are carrying, and where they are going helps
companies better serve their customers.
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Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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Symbol Technologies, Inc.

(Exact name of Registrant as specified in its charter)
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Registrant’s telephone number, including area code:
(631) 738-2400

Securities registered pursuant to Section 12(b) of the Act:

COMMON STOCK, PAR VALUE 5.01 NEW YORK STOCK EXCHANGE

(Title of each class) {Name of each Exchange on which registered)

Securities registered pursuant to Section 12(g) of the Act: 7.5 percent Convertible Subardinated Debentures of Telxon Corporation,

a wholly owned subsidiary of the Registrant, Due 2012.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
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ject to such filing requirements for the past 90 days. YES[X] NOJ ]

Indicate by check mark if disclosure of delinquent filers pursuant ro Irem 405 Regulation S-K is not contained herein, and will not be contained,
to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or any
amendment to this Form 10-K. [ ]

The aggregate market value of the registrant’s voting stock held by persons other than officers and direcrors and affiliates thereof, as of February
15, 2002, was approximately $1,871,000,000.

The number of shares outstanding of each of the registrant’s classes of common stock, as of December 31, 2001, was as follows:

COMMON STOCK, PAR VALUE $.01 228,780,699

(Class) (Number of Shares)

Documents Incorporated by Reference: The registrant’s Proxy Statement to be used in conjunction with the Annual Meeting of Shareholders to

be held on May 6, 2002 (the “Proxy Statement”) is incorporated into Part IIL.
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{tem 1.Business

THE COMPANY

Symbol Technologies, Inc. (“Symbol” and, together with its subsidiaries, the “Company”), a Delaware corporation, is the successor by merger in
1987 to Symbol Technologies, Inc., a New York corporation which commenced operations in 1975. The Company has evolved from a supplier of bar
code verification products into a leading global provider of wireless networking and information systems thar allow users of its products to access,
capture and transmit information at the point of activity over local area networks (LAN), wide area networks (WAN) and the Internet. The Company
is the only corporation in its industry with in-house technology for the design and manufacture of products in its three core technologies: bar code
reading devices, mobile computing devices and network systems. The Company is engaged in two reportable business segments-the design, manu-
facture and marketing of scanner integrated mobile and wireless information management systems, and the servicing of, customer support for and
professional services related to these systems. These systems are used worldwide in diverse markets such as retail, transportation and logistics, parcel
delivery and postal service, warehousing and distribution, industrial, health care, hospitality, education and government.

On March 14, 2000, the Company was awarded the National Medal of Technology, the nation’s highest honor for technological innovation.
The award was given to the Company “for creating the global market for laser bar code scanning and for technical innovation and practical
application of mobile computing and wireless local area network (WLAN) technologies”. The medal, which recognizes exceptional U.S. scientific
and engineering innovations, has been awarded to only 12 corporations in its history. Other corporare recipients of the award are AT&T Bell
Laboratoties, The DuPont Company, IBM, Merck & Co. Inc., Amgen Inc., Corning, Inc., The Procror & Gamble Company, 3M, Johnson & Johnson,
Biogen, Inc. and Bristol-Meyers Squibb Company.

Telxon Acquisition

On November 30, 2000, a wholly owned subsidiary of the Company was merged with and into Telxon Corporation (“Telxon”) in a stock-for-stock
merger. The acquisition enhanced Symbol’s opportunities in hand-held computing systems across many industries and vertical applications.
Telxon is operating as a wholly owned subsidiary, although portions of its operations were consolidated with Symbol in order to obtain operating
efficiencies and synergies by eliminating duplicate functions, rationalizing manufacturing facilities and sales offices and realizing purchasing,

sales, manufacturing and other efficiencies.

COMPANY PRODUCTS AND SERVICES

General

The Company develops, manufactures, sells and services scanner integrated mobile and wireless informarion management systems that consist of
mobile computing devices, WLAN, bar code reading devices, network appliance devices, peripheral devices, software and programming tools and
are designed to provide solutions to custorner specific needs in informarion transactions. They are used in a variety of applications from collecting
information at remote locations and transmitting information between these locations and the user’s central data processing facility to facilirating
e-commerce transactions by accessing and collecting price and product information at the point of activity for storing or placing orders via the
Internet. Several Symbol devices also connect wirelessly to WANSs.

The Company’s mobile computing devices are microprocessor-based, lightweight and battery-operated hand-held computers. Information
may be captured by a device that reads bar codes or may be manually entered via a keyboard, a touch screen or a pen computer display/entry
device. The information collected by the mobile computing device can then be transmitted instantly to a host computer across a WLAN or in
some instances by modems (batch file transfer mode). Over 90 percent of the Company’s mobile computing devices include an integrated bar
code reader and approximately 90 percent offer optional integrated WLAN or WAN communication capability. Depending on the model, the
Company’s mobile computing devices may have up to 64 megabytes of RAM for information storage and mulrtiple inpurt and output capabilities
for the connection of printers, bar code readers and communications devices.

The Company distributes the most complete line of bar code reading equipment in the world. The Company’s bar code reading products consist
of devices designed to capture and decode one- and two-dimensional bar code symbols and store, process and transmit information. The Company
designs and manufactures miniature scan engines, hand-held bar code readers, portable presentation scanners and fixed station poinr-of-sale
scanners most of which employ laser technology to read information encoded in bar code symbols, The Company’s bar code reading equipment is
compatible with a wide variety of information collection and retrieval systems, including computers, electronic cash registers, portable informartion
collection devices and the Internet. Bar code readers are used to improve inventory management, productivity and cycle time in retail, transporta-
tion and logistics, parcel delivery and postal service, warehousing and distribution, factory automation, e-commerce and many other applications.

The Company provides wireless communication solutions that connect its mobile computing devices and bar code reading equipment to wire-
less LANs and WANS. Based on spread spectrum RF technology, the Company’s WLAN products provide real-time wireless data communication

at data rates of up to 11 Mbps and in combination with the Company’s telephony devices, provide wireless voice and data communication over
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TCP/IP data networks. Unlike traditional narrow band RF-based networks, installation of the Company’s spread spectrum systems requires no
individual site license from the U.S. Federal Communications Commission (FCC).

Design engineering and support for both the Company and OEM wireless network systems is conducted in the Company’s San Jose, California
facility. The focus of the group is the design of wireless network transaction systems, the Company’s Spectrum 24 WLANs and support for the

integration of those high-performance networks into customers’ data networks and enterprise-wide information systems.

PRODUCTS

The PDT family of mobile computing devices features advanced technology including Application Specific Integrated Circuits (ASIC) and Very
Large Scale Integrated (VLSI) circuits, which incorporate many standardized integrated circuits into one computer chip allowing for size and cost
reductions. Also, the PDT family employs surface mounted component technology for reduced size and increased performance and dependabilicy,
as well as industry standard 8-, 16~ and 32-bit microprocessors. The PDT family includes a series of mobile computing devices thart are available
with different features and at varying costs depending on customer requirements and preferences. PDT mobile computing devices feature up to
one-quarter VGA liquid crystal display, slim, lightweight design, multiple input and output ports and up to 96 megabytes of internal memory.
PDT mobile computing devices have various keyboard configurations, including a user configurable keyboard and WLAN communication capabil-
ity. The PDT family was originally introduced in 1985.

In 1993, the Company introduced the PDT 3100, a 16-bit DOS compatible mobile computing device incorporating a laser scan engine and
featuring a swivel-head scanner design that adjusts instantly for right- or left- handed scanning applications. In 1996, the Company introduced
a limited performance, lower cost version of the PDT 3100. In 1998, the Company introduced the PDT 6100 Series of mobile computing devices,
a sleek, compact, ergonomically designed version of the PDT 3100 featuring a choice of display options.

As a result of the acquisition of Telxon in 2000, the Company also offers the PTC-710. The PTC-710 is a low-cost, hand-held portable dara
terminal designed for sales order entry, inventory control and other applications requiring batch dara communications.

The PDT 6800, introduced by the Company in 1998, is a versatile mobile computing device combining ruggedized housing for use in indus-
trial sectings with a small, light-weight, ergonomic form factor suitable for scan intensive retail applications. The PDT 6800 has a 46-key alphanu-
meric keypad for easy information input and a 16-line back-lit display for greater data content and readability. In 2001, the PDT 6800 was the
Company’s largest selling mobile computing device.

As a result of the acquisition of Telxon, the Company added additional mobile computing devices. The PTC-960SL was Telxon’s best selling
product and is a multi-purpose data management terminal well suited to both retail and industrial environments. This device is similar in per-
formance and design to the PDT 6800. The PTC-960SL employs a non-shift full alphanumeric keyboard, a 16-line by 21-character graphic LCD
display, and offers a choice of three integrated scanners for standard, long range, or high visibility scanning. An integrated radio provides wireless
networking capability.

Introduced by the Company in 1999, the PDT 7500 is a sealed, industrial use mobile computing device designed to withstand extreme condi-
tions in transportation and logistics environments. Weighing only 190z., the PDT 7500 is light enough for extended periods of use. Color-coded
keys facilirate informarion entry and a 1/8 VGA screen with a 20-line back-lit display provides easy viewing of information even in dimly lit areas,
The PDT 7500’s 486-based microprocessor supports accelerated information processing and an integrated laser scan engine provides both one-
and two-dimensional scanning capability. The Company introduced a wireless wide area network(WWAN) version of the PDT 7500 in 2000.

In 2001 the Company introduced the PDT 8100 series, which bridges the gap between pure pen-based and key-based mobile data collection
solutions. The PDT 8100 is the first “Pocket PC®” device available with multiple keyboard options. It is also sealed to IPS4 standards, and has
barch, WLAN and WWAN options. The PDT 8100 features a large easy to read one-quarter VGA display, back-lit keyboard and rechargeable
extended-use lithium-ion battery. The PDT 8100 uses an Intel® Strong ARM processor operating at 206 MHz, and can be equipped with 32
or 64 MB of RAM, and 32 MB of ROM.

In 1995, the Company inctroduced its first wearable scanning system, the WSS 1000, an innovarive hand-mounted bar code-based information
transaction system that allows mobile hands-free bar code scanning, information collection and LAN connectivity. The WSS 1000 wearable com-
puter system was designed for users who rely on the efficiency and accuracy of bar code scanning but require the use of both hands to perform job
functions. The system, which consists of two components, combines the RS-1, a miniature scanner worn as a ring that allows the user to simply
rouch a thumb and index finger contact switch to scan a bar code and a compact, light-weight, wrist mounted computer with display which per-
mits wireless communication to the host computer. In 1997, the Company introduced the WS 1200-LR, a back-of-the-hand mounted scanner.
Similar to the RS-1 wearable scanner, the WS 1200-LR is triggered by a thumb-actuated switch mounted on the user’s index finger, however the
WS 1200-LR is capable of scanning at longer distances than the RS-1 ring scanner. In 2001, the Company introduced the SRS-1 ring scanner, a
lightweight low profile design that allows users to pick, scan and pack items in tight spaces.

The PTC-2134 and PTC-2234 are pen-based mobile computing devices which were added to the Company’s product offerings in 2000 as a result
of the Telxon acquisition. The PTC-2134 features a diagonal full-VGA touch-screen and supports Windows 95 and Windows CE. The PTC-2134
supports WLAN. The PTC-2234 extends the PTC-2134 series for use in hazardous locations and is approved for use with a non-incentive rating.
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In 1998, the Company and Palm Computing, Inc., developer of the Palm® line of hand-held computers, entered into an agreement under the
terms of which the Company manufacturers and distributes touch- and pen-input personal productivity tools utilizing the Palm operating system
with an embedded bar code reading device. A new agreement between the Company and Palm Computing, Inc. was executed in 2001. Introduced
in 1998, the SPT 1500, a pocket sized mobile computing device based upon the Palm IIT architecture was the first of such products introduced
by the Company. In 1999, the Company introduced the SPT 1700, a ruggedized version of the SPT 1500 with wireless LAN communication
capability. In 2001, the Company introduced the SPT 1800, with a 33MHz processor and a high contrast LCD display. With an embedded laser
scan engine, the SPT 1700 and the SPT 1800 provide users with the latest bar code scanning technology for collecting information and the Palm
operating system allows programmers to easily build applications using scan-embedded graphical development tools. Designed for use in office
workflow automation, route accounting, healthcare, education, retail, industrial and warehouse settings, the SPT 1700 is suited for use in any
application where mobile workers need to collect and manage information at the point of activity. The SPT 1700 has 2MB each of random access
memory and flash memory and is available in an optional 4MB of flash memory and 8MB of random access memory configuration to accommo-
date larger application demands. In 2000, the Company introduced a version which reads two-dimensional bar codes as well as one-dimensional
barcodes. The SPT 1800 is intended to replace the SPT 1700 in 2002.

The Company also introduced two WWAN versions of the SPT 1700 in 2000, the SPT 1733 and SPT 1734. The SPT 1733 works with the
CDPD network while the SPT 1734 is based on the GSM standard. Both products offer Internet connectivity and enable access to web-based
applications or corporate intranet data from any phone where wireless IP service is available.

Introduced by the Company in 1999, the PPT 2700 mobile computing device is substantially similar to the SPT 1700; however, it is based on
the Microsoft Windows CE operating system. Designed to work specifically with mobile computers, the Windows CE operating system allows
PPT 2700 users to collect information via a familiar Windows interface and allows developers to create applications with standard 32-bit desktop
tools. In 2000, the Company introduced a version of the PPT 2700 that runs on Microsoft’s Pocket PC operating system. The PPT 2700’s ruggedi-
zed design, integrated laser scan engine and Spectrum 24 WLAN connectivity allow users in harsh environments, such as warehouse management,
and in diverse applications, from medical service providers to school administrators and teachers, to access remote information at the point of
activity. The Company also introduced in 2000 a version of the PPT 2700 that reads two-dimensional bar codes as well as WWAN versions of the
2700 thac operate on the CDPD and GSM networks, respectively. In 2001, the Company introduced the PPT 2800, a Pocket PC based terminal
that includes bar code scanning and real time wireless communication options. The PPT 2800 features extensive Internet browsing capabilities,
WLAN or WWAN communication, the Intel® StrongARM SA 1110 processor, running at 206 MHz, and 32 or 64 MB of RAM, and 32 MB of ROM.
In 2001, the Company also introduced versions of the PPT 2800 with a color screen. The PPT 2800 is intended to replace the PPT 2700 in 2002.

In 2001, the Company also introduced the SPS 3000, the first expansion pack that delivers integrated data capture and real-time wireless
communication to users of the Compaq iPAQ™ Pocket PC. The SPS 3000 pack attaches easily to the Compaq iPAQ Pocket PC H3600 or H3100
Series, and is available in these feature configurations: scanning only, WLAN only, and scanning and WLAN.

In 1999, the Company introduced the VRC 6900, a ruggedized vehicle mounted or wall mounted key-based computer capable of withstanding
extreme temperatures and harsh industrial environments.

Due to the Telxon acquisition in 2000, the Company began offering a fixed mount terminal, the PTC-860IM, which is an industrial strength
mobile computer that can be used on a forklift or as a fixed mount device. It is designed to capture, process and communicate informarion from
virtually anywhere in the mobile workplace. The PTC-860IM features large ergonomically designed keys and a full alphanumeric keypad, and is
compatible with the Company’s line of bar code reading devices.

In 2001, the Company introduced the VRC 7900 series vehicle radio computer. The VRC 7900 fearures a 32 bit StrongARMS, processor, the
Windows CE operating system, a 65-key QWERTY keyboard and a 1/2 VGA color display. It supports real-time servicing, tracking, put-away and
shipping applications. A quick-release mounting bracket easily secures the VRC 7900 to fixed-mount locations or forklifts, and allows for faster
porting between vehicles. The VRC 7900 is also sealed to IP65 standards and supports both Spectrum 24 2Mbps and 11 Mbps data rate radios.

Introduced by the Company in 1996, the Symbol Mobile Gateway (SMG) is an industrialized, PC-based host computer designed for installa-
tion in truck cabs and cars. A wireless WAN radio modem provides communication across major wide area network systems to a user’s enterprise-
wide network and Spectrum 24 LAN capability connects the SMG to the Company’s mobile computing devices, providing in-vehicle connectivity
and communication capabilities for motor freight, parcel delivery and privace fleet operations.

The Company sells several different hand-held laser scanners, the most important of which is the LS 40001. The LS 4000I was introduced in
1998. The LS 40001 is a trigger operated, visible laser diode-based scanner capable of reading PDF 417, a high-density, high-capacity portable data
file storing approximately one kilobyte of data in a machine-readable code and all conventional linear bar codes. PDF 417 is a two-dimensional bar
code symbology that incorporates error correction capability and has one hundred times the informarion capacity of a traditional linear bar code.
Unlike linear bar codes, PDF 417 can contain an entire data record reducing or eliminating the need for an external system of linked information
storage. PDF 417 may be read by either a laser-based bar code reader or a CCD imager. Most other two-dimensional codes can only be read by a
CCD imager. The LS 40001 combines high-performance scanning and an advanced ergonomic form factor making it ideal for price scanning and

inventory management in a wide variety of retail and commercial applications.
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In 2001, the Company introduced the Cobra™ LS 1900 series, a lower cost, lightweight, ergonomically designed scanner. The LS 1900 scanner,
available in a trigger operated version or with a hands-free stand to allow for presentation scanning is ideal for use in convenience, retail and
specialty stores.

In 1998, the Company introduced a new category of “smart scanners”, the P 460. The P 460 is a hand-held memory scanner with up to 8 MB
of total memory and an integrated keypad and LCD display that provide enhanced input and outpur capabilities. Designed for multiple uses
primarily in the retail market, the P 460 is capable of operating interactively with a host as a corded scanner for point-of-sale applications, while
a wireless version, the P 470, provides wireless point-to-point communications for back-office or in-store applications such as physical inventory,
cycle counts and gift registry.

The P 300 Series, introduced in 1999, is an extension of the P 460 family of smart scanners. Ruggedized and ergonomically designed, the P 300
is a hand-held scanner that meets stringent industrial standards and can withstand harsh environments. The Company’s “smart” cables provide
scanner-to-host computer communication and advanced data formatting allows users to easily program the P 300 to match their host system’s
data input formats. Versions of the P 300 can also read two-dimensional bar codes and other versions transmit information wirelessly over the
Company’s Spectrum 24 WLAN. The P 360, is a version of the P 300 featuring a top-mounted keypad and display for entering and viewing data.
The P 370 is a cordless version of the P 360.

In 1999, the Company introduced the Vision System 4000 (VS 4000) Series, the first in an intended series of CCD imaging devices. The VS
4000 is a hand-held image scanner capable of reading bar code symbologies presented in any orientation and digiral image capture. An embedded
CCD imaging engine provides VGA resolution images and user-selectable imaging options, and allows users to choose image characteristics such
as compression, quality, transfer time and file size.

In 2000, due to the Telxon acquisition, the Company introduced the P300 IMG Industrial Bar Code Imager, a rugged hand-held imager for
reading all major bar code symbologies. This product is designed to meet stringent industrial standards and can also capture images and signatures.
Inctroduced in 1998, the LS 6000 Series is a trigger operated, high visibility laser diode-based scanner capable of omni-directional and single
line scanning. The LS 6000’s ergonomic design provides for comfortable use either as a hand-held scanner or with an optional fixed mount stand

as a presentation scanner; this flexibility allows for increased throughput in high-volume, point-of-sale retail applications.

Introduced by the Company in 2000, the Cyclone® M 2000 Series is a versatile countertop projection and hand-held scanner thar allows users to
select from three different scan patterns depending upon their scanning requirements. With an integrated laser scan engine, the M 2000 is capable
of scanning in a rotating omni-directional scan pattern for reading linear bar codes in any orientation, a smart raster scan pattern for reading two-
dimensional bar codes and a high density single line scan pattern for reading poorly printed and damaged bar codes. Designed for retail and light
industrial use, the M 2000’s ergonomic built-in stand provides for both hand-held scanning and hands-free counter top or wall mount scanning.

In addition to its hand-held scanners, the Company also offers several families of “hands-free” scanners. Unlike the Company’s hand-held
scanners, these scanners are usually triggered by an object sensor to enable use in situations where use of both hands is required.

In 1994, the Company introduced the LS 9100, a laser diode-based projection scanner. The LS 9100 generates a large omni-directional pattern
of twenty interlocking laser lines that can read bar codes at various angles for high productivity sce;nning.

The LS 5700 and the LS 5800 miniaturized slot scanners were introduced by the Company in 1996. The LS 5700 was designed ro accommo-
date all vertical or “on counter” applications and incorporates a full sleep mode function which allows the motor and laser to turn off after a
prolonged period of scanner inactivity, extending scanner longevity and reducing power consumption. The LS 5800 operates in horizontal or
“in counrter” applications and fearures rugged housing and a sealed exit window that resists spills and dirt.

In 2000, the Company introduced the Magellan® SL™ Slimline family of 360-degree scanners for high volume point of sale environments such
as supermarkets, hyper markets and mass merchandisers. The Magellan® family includes a scanner/scale version that provides added functionality
and increases productivity at the check-out counter.

In 2001, the Company introduced the MK 1000 microkiosk, an interactive, automated customer self-service device. An integrated omni-direc-
tional scanner allows customers to simply pass a bar code label in front of the MK 1000’s scan window and an easy-to-read display provides price
and product information and real-time information on in-store and frequent shopper promotions.

In 1990, the Company began marketing bar code laser scan engines that are integrated by unaffiliated third parties into their portable
computing devices.

The SE 1200, introduced by the Company in 1996, measures 1.15 cubic inches and weighs a little more than one ounce, enables third party
manufacturers to integrate high-performance laser scanning into a variety of devices including hand-held computers, medical instruments, diag-
nostic equipment, lottery terminals and vending machines. The SE 1200 has a working range and ability to read poor quality bar codes equal to
that of hand-held scanners. In 1997, the Company introduced a high density version of the SE 1200 capable of reading miniaturized bar codes.

In 2000, the Company released an advanced long range version of the SE 1200 capable of scanning at distances up to 30 feet.

The SE 900, introduced by the Company in 1998, is one of the smallest, lightest scan engines available today. Measuring only 0.2 cubic inch, the
SE 900 is 20 percent the size and 15 percent the weight of the SE 1200, allowing third party manufacturers to integrate bar code scanning capabilities
into smaller devices without compromising the ergonomic design of the device. The High Speed SE 900 HS, introduced in 1999, scans at a speed of up

to 200 scans per second and has a working range of 2 to 23 inches and is capable of reading both one-dimensional and two-dimensional symbologies.
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The SE 9100 Series scan engine, introduced in 1995, is a high speed, omni-directional scan engine providing dense scan line coverage from the
face of the scanner up to a distance of eight inches allowing quick “swipe” scanning as well as standard presentation scanning.

Introduced by the Company in 1999, the SE 3223 scan engine scans at speeds of up to 600+ scans per second, and supports three modes of
operation; single scan line mode, smart raster mode for reading two-dimensional symbols and a “cyclone” partern for omni-directional scanning
of linear bar codes in any orientation. In 2000, the Company introduced the SE 2223 scan engine optimized for aggressive reading of both one-
dimensional and two-dimensional symbols using “Smart” raster technology.

Introduced in 1994, the LS 1220 is a fixed-mount scanner designed for a variety of devices requiring accurate unatrended automated data entry
such as kiosks, ATMs, and lottery terminals.

In 1996, the Company introduced the LS 6804 fixed-mount scanner, a high-speed raster scan engine in a durable die-cast metal housing that
can read any one-dimensional or two-dimensional PDF417 bar code quickly and accurately.

In 1999, the Company introduced the SE 4200 series imaging engine, a high-performing CCD image processor that is capable of reading all
major one-dimensional and two-dimensional bar code symbologies and digital image capture.

In 1993, the Company introduced a self shopping system for food and non-food retailers. The system, which is integrated with the retailer’s
point-of-sale system, utilizes a mobile computing device with an integrated laser scanner that allows shoppers to scan and tabulate their purchases
as they shop. The system has been installed worldwide at selected mass merchandise, retail, food and other retail operarions,

In 1996, the Company introeduced a version of the self shopping system capable of communicating via the Company’s WLAN which has
replaced the batch version of the system. This wireless system enables distribution of marketing and promotional content to consumers while they
shop. There are currently self shopping systems installed or ordered in over 500 stores in 40 chains in 20 countries on 5 continents.

The CS 2000, introduced by the Company in 1999, is a miniature, laser-based memory scanner and Internet appliance designed for use in the
consumer electronic retail market. The pocket size CS 2000 allows consumers to browse through retailers’ printed catalogs, advertisements and
documentation, scan a bar code for items of interest, and quickly and efficiently order or obtain additional information on the item through the
Internet. In addirion, the CS 2000 can be used by shoppers in retail establishments and malls to scan bar codes on items of interest, capturing the
item’s descriprion and price, and then to download the information to an Interner web site for later retrieval.

The Company enhanced its consumer scanning product line in 2000 by introducing the CS-1504, a laser scanner small enough to fit on a key
chain. The highly portable device allows consumers to read bar codes and link to the web, or create a shopping list, anywhere. Up to 150 bar codes
can be stored in its internal memory. Its functionality includes scan, delete and clear, and it can be linked to a computer with a cable connection.

The Company also introduced in 2000 the innovative CSM 150 Bar Code Scanner for Handspring™ Visor™ Handhelds. The Visor is a well
known hand-held computing device that runs on the Palm operating system. The CSM 150 scan module plugs directly into the Springboard™
expansion slot at the back of any visor and transforms any Handspring Visor into a consumer bar code scanner, The scanning enabled Visor can
be used for electronic shopping and other e-commerce applications.

The Company offers spread spectrum-based, WLAN products. Spectrum 24°, introduced in 1995, is a high-performance, frequency hopping
network that operates at 2.4 GHz frequency. Based on spread spectrum RF technology, Spectrum 24 networks provide real-time wireless data
communications with a host computer for hundreds of portable and fixed-station computers and radio-integrated scanners. In 1998, the
Company introduced a 2Mb version of the Spectrum 24 network and in 1999, the Company introduced a direct sequence, WLAN that supports
high throughput applications up to 11 Mbps. This high dara rate WLAN, based on the IEEE 802.11b open airwaves standard for 11 Mbps data
transmission, now provides users with high-speed wireless capabilities for rapid data transfer from server to terminal, image transfer, Internet
communications, customer self-scanning services and streaming video. In 2000 and 2001, the Company introduced additional 802.11 compliant
11 MB radio cards and access points. Installation of the Company’s wireless networks at various customer sites began in 1991 and these networks
are now installed in over 50,000 sites worldwide. The spread spectrum-based systems work in tandem with a broad range of the Company’s
wireless mobile compuring and relephony devices.

In 1998, the Company introduced the NetVision® wireless LAN telephone system. Based upon voice-over IP technology, the relephone which
looks like a standard cellular telephone, allows users to place or receive calls worldwide, without additional charge, between other telephones or
PC-based telephones located at any site served by an internal TCP/IP network. To date sales of the NetVision telephone have not been material.
The NerVision system connects to 2 uset’s TCP/IP system via the Company’s Spectrum 24 WLAN. In 1999, the Company introduced a new net-
work appliance in the NetVision line, the NetVision Data Phone. The NetVision Data Phone integrates voice communication, a bar code scanner,
a dara entry keypad, a Web browser, a serial port for printing and a Spectrum 24 WLAN radio card into a single lightweight device that allows
users to bridge the gap between voice and data networks and the Internet. The combination of communication capabilities makes the NetVision
Data Phone a useful productivity tool for a wide range of industries including retail, warehouse, healthcare and education. In 2001, the Company
introduced a Spectrum 24 high rate 802.11b version of the NetVision phone and several new NetVision software clients.

Product list prices for the Company’s products generally range between $100 ro $11,000, depending on product configuration. The Company
offers discounts off list price for quantity orders and sales are frequently made at prices below list price.
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SOFTWARE AND PROGRAMMING TOOLS

The Company’s products and systems utilize software which consists of a number of specialized applications and communications software
programs, that run under a variety of operating platforms including Microsoft MS-DOS®, Caldera DR-DOS, Palm OS, Microsoft Windows®,
Microsoft Windows CE, and Microsoft Pocket PC. A series of application development kits {(ADKs) and software developmenc kits (SDKs) are
available to allow the Company’s programmers, value added resellers (VARs) and end-user customers to develop applications that fully utilize the
integrated features of the Company’s family of mobile compurting devices. The ADKs and SDKs provide the software drivers and libraries required
to maximize product performance. Used in conjunction with industry standard development tools, software developers can easily create and
support applications to meet specific customer requirements.

The Company also provides scalable network management software that allows users at local and remote sites to administer, configure and
manage the Company’s Specrrum One and Spectrum 24 wireless nerwork systems. The Company recently introduced AirBEAM® software that
allows users to upgrade operating systems on, and distribute application software to, key-based and pen-based mobile computing devices over
any wireless local area network.

The Company has also developed several communication applications designed to facilitate transmission and reception of data between mobile
computers and stand-alone receivers or host computers. These applications include a suite of terminal emulation products, host enablers and vari-

ous protocols. The Company has entered into alliances with independent suppliets of software who assist the Company in development of software.

GLOBAL SERVICES

General
The Company’s global services organization incorporates a full range of professional and customer support services - from project planning and
network design through integration and installation to ongoing service and support. Services are aligned to address the four phases of a systems
project: Planning, Development, Implementation, and Support. Services are modular and can be tailored to match customer requirements.
Services are sold borh directly to end-user customers and through the Company’s business partners.

During the fourth quarter of 2001, the Company segregated the service activities of its business and formed a new global services organization.

Professional Services

The Company’s professional services address the first three phases of a systems implementation. Planning services include consulring services, net-

work design services, site survey, and project management. Development services include system integration, custom training, custom hardware

development, and application development. Implementation services provide for the physical installation of hardware and software, as well as

configurarion and test of the system both before and after installation. Services include staging, installation services, and system commissioning.
The Company’s Wireless Network Services incorporarte a focused subset of services required for wireless network implementation and

ongoing support.

Customer Service and Support
The Company has a customer service and support organization that provides repair and maintenance service for the Company’s products. The
Company currently offers a variety of service arrangements to meet customer needs. The Company’s service contracts generally have a term of
from one to five years.

The Company’s On-Site Systemn Support program provides for maintenance and repair at the customer’s location. Service is initiated via
a phone call; a Symbol Support Specialist will then offer problem determination and resolucion. If an on-site response is required, a Symbol
Customer Service representative will be dispatched to the customer location, within the response time commirments of the service agreement.
On-Site System Support can be tailored to meet business needs through prioritized response options and expanded coverage days and hours.

Depot service includes maintenance and repair at the Company’s service centers or through company-certified repair providers. Service Center
programs offer the ability to tailor response times and turn-around times and can be further tailored through the selection of defined options.
In addirtion, the programs can be customized to meer unique requirements of the individual customer. The Company offers a single repair point
for the repair and maintenance of both Company and selected third party products.

For products outside of warranty, the Company offers flat rate service on a non-contract, as-needed basis.

The Company undertakes to correct defects in materials and workmanship for a period of time after delivery of its products. The period of
time covered by these warranties varies depending on the product involved as well as contractual arrangements but is generally twelve months.

The Company’s domestic customer support operations include service center locations in Arkansas, California, Georgia, Indiana, Idaho,
Illinois, Kentucky, Michigan, Minnesota, New York, Texas and West Virginia. The Company’s foreign customer service centers include locations
in Argentina, Australia, Austria, Belgium, Canada, China, Denmark, Finland, France, Germany, Italy, Japan, Mexico, the Netherlands, Norway,
Singapore, South Africa, Spain, Sweden, and the United Kingdom. The Company’s service centers are ISO 9002 certified. These centers enhance
the Company’s ability to respond to its customers’ requirements for fast, efficient service.
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The Company'’s service repair operations are complemented by Customer Support Centers, providing telephone, email and web support to
Company associates, business partners and customers. The Symbol Support Center in Holrsville, NY offers 7 x 24 supporrt, 365 days a year. Calls
are answered directly by experienced support technicians. Back-up support to these technicians is provided by technicians in the Company’s San
Jose facility. Worldwide support is provided through local company offices.

Combined services revenue comprised 21.1 percent, 15.0 percent and 14.9 percent of total revenue for the years ended December 31, 2001,
2000 and 1999, respectively.

SALES AND MARKETING

The Company presently markets its products domestically and internationally through a variety of distribution channels, including a direct sales
force, original equipment manufacturers, VARs and sales representatives and distributors. VARs distribute the Company’s products to customers
while also selling to those customers other products or services not provided by the Company. The Company’s sales organization includes domes-
tic sales offices located throughout the United States and foreign sales offices in Argentina, Australia, Austria, Belgium, Brazil, Canada, China,
Denmark, Finland, France, Germany, Hong Kong, Iraly, India, Japan, Mexico, the Netherlands, Norway, Peru, Singapore, South Africa, South
Korea, Spain, Sweden, Switzerland, the United Arab Emirates, and the United Kingdom.

The Company currently has contractual relationships and strategic alliances with unaffiliated partners. Through these relationships, the
Company is able to broaden its distribution nerwork and participate in industries other than those serviced by the Company’s direct sales force
and distributors.

Customers generally order products for delivery within 45 days. Accordingly, shipments made during any particular quarter generally represent
orders received either during that quarter or shortly before the beginning of that quarter and generally consist of products manufactured in the
quarter. The Company maintains significant levels of inventory to facilitate meeting delivery requirements of its customers. The Company, pursuant
to contract or invoice, normally extends 30 to 45 day payment terms to its customers. Actual payment terms vary from time-to-time but generally
do not exceed 90 days.

The following table sets forth certain information as to international sales of the Company:
Year Ended December 31,

(in thousands)

Area 2001 2000 1999
EMEA (Europe, Middle East, Africa) $393,236 $ 355,736 $343,507
Asia Pacific . $ 83268 $ 82,051 $ 64,577
Other $ 88,652 $ 95861 $ 75,272

The Company undertakes hedging activities to the extent of known cash flow in an attempt to minimize the impact of foreign

currency fluctuations.

MANUFACTURING

The products that are manufactured by the Company are manufactured at its Bohemia, New York and Reynosa, Mexico facilities. Beginning in the
fourth quarter of 2001 the Company began to transition its internal production of existing products from Bohemia to Reynosa. The Company
expects this transition to be completed in che first half of 2002. The Company expects to use a facility in Bohemia as a new product introduction
center. If this transition does not proceed as smoothly as anticipated, or is delayed, the Company’s operating results could be negarively affected.

While components and supplies are generally available from a variety of sources, the Company presently depends on a single source or a
limited number of suppliers for several components of its equipment, certain subassemblies and certain of its products. In the past, unexpected
demand for communication products caused worldwide shortages of certain electronic parts and allocation of such parts by suppliers that had an
adverse impact on the Company’s ability to deliver its products as well as the cost of producing such products. While the Company has increased
inventory levels and entered into contracts with suppliers of parts that it anticipates may be in short supply, there can be no assurance that addi-
tional parts will not become the subject of such shortages or that such suppliers will be able to deliver the parts in fulfillment of their contracts.

Due to the general availability of components and supplies, the Company does not believe that the loss of any supplier or subassembly manu-
facturer would have a long-term material adverse effect on its business although set-up costs and delays could occur in the short-term if the
Company changes any single source supplier.

Certain of the Company’s products are manufactured by third parties, most of which are outside the United States. In particular, the Company
has a long term strategic relationship with Olympus Optical, Inc. of Japan (“Olympus”) pursuant to which Olympus and the Company jointly
develop selected products which are manufactured by Olympus exclusively for sale by the Company. The Company is currently selling several
such products and the Company expects the number of products developed in collaboration with Olympus to increase in the furure. The
Company has the right to manufacture such products if Olympus is unable or unwilling to do so, but the loss of Olympus as a manufacturer
could have, at Jeast, a temporary material adverse impact on the Company’s ability to deliver such products to its customers. The Company has

no reason to believe thar Olympus will not continue to manufacture products under this arrangement.
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The failure of any other third parry to supply products to the Company could have an adverse affect on the Company’s ability to deliver such
products to its customers. Third party suppliers of products to the Company have been subject to the same shortages of electronic parts and
allocation of such parts. However, the Company has no reason to believe that these suppliers will be unable to meet their supply or delivery
obligarions to the Company over any extended period. :

The Company employs certain advanced manufacturing processes that require highly sophisticated and costly equipment and are continu-
ously being modified in an effort to improve efficiency, reduce manufacturing costs and incorporate product improvements.

The Company maintains sufficient inventory to meet customers demands for products on short notice, as well as to meet anticipated sales levels.
1f the Company’s product mix changes in unanticipated ways, or if sales for parricular products do not materialize as anticipated, the Company may

have excess inventory or inventory that becomes obsolete. In such cases, the Company’s operating results could be affected negatively.

RESEARCH AND PRODUCT DEVELOPMENT

The Company believes that its future growth depends, in large part, upon its ability to continue to apply its technology to develop new products,
improve existing products and expand market applications for its products. The Company’s research and development projects include, among
others: improvements to the reliability, quality and readability of its laser scanners at increased working distances, faster speeds and higher density
codes (including, but not limited to, two-dimensional codes); continued development of its solid state laser diode-based scanners; development

of solid stare imager-based engines for bar code data caprure and general purpose imaging applications; development of RFID engines for data
capture applications; improvements to packaging and miniaturization technology for bar code data capture products, portable data collection
appliances and integrated bar code and RFID data capture products; development of high-performance digital data radios, high-speed radio
frequency data communications networks and telecommunications protocols and products; the addition of application software to provide a
complete line of high-performance interface hardware.

The Company uses both its own associates and from time-to-time unaffiliated consultants in its product engineering and research and
development programs. Dr. Jerome Swartz, Chairman of the Board of Directors, Chief Executive Officer and Chief Scientist leads the Company’s
research, patent and new product development programs. From time-to-time the Company has participated with and/or partially funded research
projects in conjunction with a number of universities including the State University of New York at Stony Brook, Polytechnic University of New
York and Massachusetts Institute of Technology.

The Company expended (including overhead charges) approximately $61,536,000, $51,125,000, and $38,426,000 for research and development
during the years ended December 31, 2001, 2000, and 1999, respectively.

COMPETITION .

The business in which the Company is engaged is highly competitive and acutely influenced by advances in technology, product improvements
and new product introduction, and price competition. To the Company’s knowledge, many firms are engaged in the manufacture and marketing
of products in its three core technologies, bar code reading equipment, wireless networks and mobile computing devices. While some companies
are engaged in the manufacture and marketing of products in more than one of these technologies, the Company is unaware of any other com-
pany that is engaged in all three. Numerous companies, including present manufacturers of scanners, lasers, optical instruments, microprocessors,
wireless networks, notebook computers, PDAs and telephonic and other communication devices have the technical potential to compete with the
Company. Many of these firms have far greater financial, marketing and technical resources than the Company. The Company competes princi-
pally on the basis of performance and che quality of its products and services.

The Company believes that its principal competitors are Agere Systems, Inc., Casio, Inc., Cisco Systems, Inc., Compaq Computer Corporation,
Datalogic S.P.A, Fujitsu, Led., Hewlett-Packard Company, Intermec Technologies Corporation, LXE Inc., Matsushita Electric Industrial Co., Ltd,,
Mertrologic Instruments, Inc., Motorola, Inc., NCR Corporation, NipponDenso Co., Opticon, Inc., Proxim, Inc., PSC, Inc., Psion Teklogix Inc., and
Welch Allyn Data Collection, Inc.

PATENT AND TRADEMARK MATTERS

The Company files domestic and foreign patent applications to support its technology position and new product development. The Company

owns over 685 U.S. Letters Patents covering various aspects of the technology used in the Company’s principal products, and has entered into cross-
license agreements with other companies. In addition, the Company owns numerous foreign companion patents. The Company has also filed addi-
tional patent applications in the U.S. Patent and Trademark Office as well as in foreign patent offices. The Company will continue to file patents,
both United States and foreign, to cover its most recent research developments in the scanning, information collection and network communica-
tions fields. One of the Company’s basic patents covering hand-held laser scanning technology expired on June 6, 2000, and a key companion patent
will expire in June 2003. A key scanner integrated computer patent will expire in 2005. While it is possible that products might be designed that
would have infringed the patent which expired in 2000 but do not infringe the patent which expires in 2003, the Company believes that such
products would be sufficiently inferior as compared to current hand-held products that they would not gain meaningful customer acceptance in

the markerplace. Accordingly, the Company does not believe that the introduction of such products would have a material adverse effect on the
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Company or its competitive position. Furthermore, the expiration of the patent in 2000 has not diminished the Company’s royalty income from
licensees because all of the Company’s license agreements that grant rights under these patents include both patents and the products that licensees
are selling. The license agreements are structured so that there is no reduction in royalty payments upon the expiration of any one patent.

The Company believes that its patent portfolio does provide some competitive advantage in that such patents tend to limit the number of
unlicensed competitors and permit the Company to manufacture products that may have features that provide better performance and/or lower
cost. Although managemenct believes that its patents provide some competitive advantage, the Company depends more for its success upon its
proprietary know-how, innovative skills, technical competence and marketing abilities. In addition, because of rapidly changing technology, the
Company’s present intention is not to rely primarily on patents or other intellectual property rights to protect or establish its market position.
Instead, the Company has established a program to protect its investment in technology by enforcing and licensing certain of its intellectual prop-
erty rights. The Company has entered into royalty-bearing license agreements with, among others, Intermec Technologies Corporation, LXE Inc,,
Metrologic Instruments, Inc. and PSC, Inc.

In March 2001, Proxim Incorporated (“Proxim”) sued the Company, 3 Com Corporation, Wayport Incorporated and SMC Networks
Incorporated in the United States District Court in the District of Delaware for allegedly infringing three patents owned by Proxim. Proxim did
not identify any specific products of the Company thar allegedly infringe these three patents. Proxim also filed a similar lawsuit in March 2001
in the Unired States District Court in the District of Massachusetts against Cisco Systems, Incorporated and Intersil Corporation. The complaint

against the Company seeks, among other relief, unspecified damages for patent infringement, treble damages for willful infringement, and a per-
manent injunction against the Company from infringing these three patents. In a press conference held after the filing of the complaints, Proxim i
indicared that it was interested in licensing the patents that are the subject of the lawsuit against the Company.

On May 1, 2001, the Company filed an answer and counterclaim in response to Proxim’s suit. The Company has responded by asserting its
belief that Proxim’s asserted patents are invalid and not infringed by any of the Company’s products. In addition, the Company has asserted its
belief that Proxim’s claims are barred under principles of equity, estoppel and laches. The Company believes Proxim’s claims are without merit.
The Company has also filed counterclaims against Proxim, asserting that Proxim’s RF product offerings infringe four of the Company’s patents
relating to wireless LAN technology. The Company has requested the Court grant an unspecified amount of damages as well as a permanent
injunction against Proxim’s sale of its wireless LAN product offerings. The Court has severed the Company’s counterclaim against Proxim involv-
ing the four of the Company’s patents relating to wireless LAN technology from Proxim’s initial case.

On May 14, 2001, the Company announced that an agreement had been reached with Intersil Corporation, a supplier of key wireless LAN
chips to the Company. Under this agreement, Intersil will generally indemnify and defend the Company against Proxim’s initial infringement sui.

On December 4, 2001, the Company filed a complaint against Proxim in the United States District Court in the District of Delaware asserting
that Proxim’s RF product offerings infringe four of the Company’s patents relating to wireless LAN technology. This complaint asserts the same
four patents that were asserted in the Company’s counterclaim against Proxim in the initial Proxim case prior to the severance of this counterclaim
by the Court. On December 18, 2001, Proxim filed an answer and counterclaims seeking declaratory judgments for non-infringement, invalidity and
unenforceability of the four patents asserted by the Company, injunctive and monetary relief for the Company’s alleged infringement of one addi-
tional Proxim patent involving wireless LAN technology, monetary relief for the Company’s alleged false patent marking, and injunctive and mone-
tary relief for the Company’s alleged unfair competition under the Lanham Act, common law unfair competition and tortious interference.

On January 31, 2002, the Company filed an answer in response to Proxim’s counterclaim. The Company has responded by asserting its belief
that Proxim’s asserted patent is invalid and not infringed by any of the Company’s products. In addition, the Company has asserted its belief that
Proxim’s patent claims are barred under principles of equity, estoppel and laches. Also on January 31, 2002, the Company filed a motion to dismiss
Proxim’s claims regarding false patent markings, Lanham Act, common law unfair competition and tortious interference. This motion is currently
pending. The Company believes these claims to be without merit.

On July 21, 1999, the Company and six other leading members of the Automatic Identification and Data Capture industry jointly initiated a
litigation against the Lemelson Medical, Educational, & Research Foundation, Limited Partnership (the “Lemelson Partnership”). The suit, which
is entitled Symbol Technologies, Inc. et al. v. Lemelson Medical, Educational & Research Foundation, Limited Partnership, was commenced in the
U.S. District Court, District of Nevada in Reno, Nevada but was subsequently transferred to the Court in Las Vegas, Nevada.

In the litigation, the Auto ID companies seek, among other remedies, a declaration that certain patents, which have been asserted by the Lemelson
Partnership against end users of bar code equipment, are invalid, unenforceable and not infringed. The Company has agreed to bear approximately
half of the legal and related expenses associated with the litigation, with the remaining portion being borne by the other Auto ID companies.

The Lemelson Partnership has contacted many of the Auto ID companies’ customers demanding a one-time license fee for certain so-called
“bar code” patents transferred to the Lemelson Partnership by the late Jerome H. Lemelson. The Company and the other Auto ID companies have
received many requests from their customers asking thar they undertake the defense of these claims using their knowledge of the rechnology at
issue. Certain of these customers have requested indemnification against the Lemelson Partnership’s claims from the Company and the other
Auto ID companies, individually and/or collectively with other equipment suppliers. The Company, and we understand, the other Auto ID compa-
nies believe that generally they have no obligation to indemnify their customers against these claims and that the patents being asserted by the
Lemelson Partnership against their customers with respect to bar code equipment are invalid, unenforceable and not infringed. However, the
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Company and the other Auto ID companies believe chat the Lemelson claims do concern the Auto ID industry at large and that it is appropriate
for them to act jointly to protect their customers against whar they believe to be baseless claims being asserted by the Lemelson Partnership.

The Lemelson Partnership filed a motion to dismiss the lawsuit, or in the alternative, to stay proceedings or to transfer the case to the U.S.
Districe Court in Arizona where there are pending cases involving the Lemelson Partnership and other companies in the semiconductor and
electronics industries. On March 21, 2000, the U.S. District Court in Nevada denied the Lemelson Partnership’s motion to dismiss, transfer,
or stay the action. It also struck one of the four counts.

On April 12, 2000, the Lemelson Partnership filed its answer to the complaint in the Symbol et al. v. Lemelson Partnership case. In the answer,
the Lemelson Partnership included a counterclaim against the Company and the other plaintiffs seeking a dismissal of the case. Alternatively, the
Lemelson Partnership’s counterclaim seeks a declaration that the Company and the other plaintiffs have contributed to, or induced infringement
of particular method claims of the patents-in-suit by the plaintiffs’ customers. The Company believes these claims to be without merit.

On May 15, 2000, the Auto ID companies filed a motion seeking permission to file an interlocutory appeal of the Court’s decision to strike
the fourth count of the complaint (which alleged that the Lemelson Partnership’s delays in obtaining its patents rendered them unenforceable for
laches). The motion was granted by the Court on July 14, 2000. The Court entered a clarifying, superseding order on July 25, 2000. On September
1, 2000, the U.S. Court of Appeals for the Federal Circuit granted the petition of the Auto ID companies for permission to pursue this interlocu-
tory appeal. The Federal Circuit heard oral argument on this appeal on October 4, 2001. On January 24, 2002, the Federal Circuit found for the
Auto ID companies, holding that the defense of prosecution laches exists as a matrer of law. On March 20, 2002, the Federal Circuir denied
Lemelson’s petition for rehearing in banc. Accordingly, the issue will be remanded to the Court in Nevada to consider whether the laches defense
is applicable to the Lemelson case. No date has yet been set by the Court in Nevada for the resolution of this issue.

On July 24, 2000, the Auto ID companies filed a motion for partial summary judgment arguing that almost all of the claims of the Lemelson
Partnership’s patents are invalid for lack of written description. On August 8, 2000, the Lemelson Partnership filed a motion seeking an extension
of approximately ten weeks in which to file an answer to this motion. On August 31, 2000, the Court granted the Lemelson Partnership’s motion
for such an extension.

On October 25, 2000, the Lemelson Partnership filed a combined epposition to the motion of the Auto ID companies for partial summary
judgment and its own cross-motion for partial summary judgment that many of the claims of the Lemelson Partnership’s patents sartisfy the
written description requirement. On January 8, 2001, the Auto ID companies filed a combined reply in support of their partial summary judgment
motion and opposition to the Lemelson Partnership’s partial summary judgment cross-motion. On June 15, 2001, the District Court heard oral
arguments on this motion. On July 12, 2001, the District Courc denied both the Auto ID companies’ motion and Lemelson’s cross-motion. In
doing so, the Court did not rule on the merits of the matters raised in the motions, but instead held that there remain triable issues of marerial
fact cthat preclude granting summary judgment in favor of either party.

On May 14, 2001, the Auto ID companies filed another motion for summary judgment arguing that Lemelson’s patents at issue are unenforce-
able because of Lemelson’s inequirable conduct before the U.S. Patent and Trademark Office. On june 19, 2001, the Lemelson Partnership filed a
combined opposition to the motion of the Auto ID companies for summary judgment and its own cross-motion for pareial summary judgment
that no such inequitable conduct occurred. On July 10, 2001, the Auto ID companies filed a combined reply in support of their summary judgment
motion and opposition to the Lemelson Partnership’s partial summary judgment cross-motion. On November 13, 2001, the District Court denied
both the Auto ID companies’ motion and Lemelson’s cross-motion. In doing so, the Court did not rule on the merits of the matters raised in the
motions, but instead held that there remain triable issues of material fact that preclude granting summary judgment in favor of either party.

On July 25, 2001 the Court entered an order setting a schedule that culminates with a trial currently scheduled for August 2002. Under this
timetable, the Auto ID companies’ arguments relating to invalidity, unenforceability and/or non-infringement of the so-called “bar code” patents
will be briefed by motion at the appropriate time, or at trial.

On August 1, 2001, the Auto ID companies filed another motion for partial summary judgment arguing that the Lemelson Partnership is not
encitled, as a maccer of law, to rely on a now-abandoned Lemelson patent application filed in 1954 to provide a filing date or disclosure for the
claims of the patents-in-suit. On November 13, 2001, the District Court denied the Auto ID companies’ motion. In doing so, the Court did not
rule on the merits of the matters raised in the motion, but instead held that there remain triable issues of material fact that preclude granting
summary judgment.

Although the Company believes that its products and technology do not infringe the proprietary rights of others, there can be no assurance
that third parties will not assert infringement and other claims against the Company or that such claims will not be successful. The Company has
received and has currently pending such claims and in the future may receive additional such notices of claims of infringement of other parties’
rights. In such event, the Company has and will continue to take reasonable steps to evaluate the merits of such claims, take such action as it may
deem appropriate, which action may require that the Company enter into licensing discussions, if available, and/or modify the affected products
and technology, or result in litigation against parties seeking to enforce a claim which the Company reasonably believes is without merit. The
Company in the past has been involved in such litigarion and addirional litigation may be filed in the future. Such parties have and are likely to
claim damages and/or seek to enjoin commercial activities relating to the Company’s products or technology affected by such parties’ rights.

In addition to subjecting the Company to potential liability for damages, such lirigation may require the Company to obtain a license in order
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to manufacture or market the affected products and technology. To date, such activities have not had a material adverse affect on the Company’s
business and the Company has either prevailed in all litigation, obtained a license on commercially acceptable terms or otherwise been able to
modify any affected products or technology. However, there can be no assurance that the Company will continue to prevail in any such actions
or that any license required under any such patent would be made available on commercially acceptable terms, if at all. There are a significant
number of U.S. and foreign patents and patent applications in the Company’s areas of interest, and the Company believes that there has been
and is likely to continue to be significant litigation in the industry regarding patent and other intellectual property rights.

The Company has also obrained certain domestic and international trademark registrations for its products and maintains certain details
about its processes, products and strategies as trade secrets.

The Company regards its software as proprietary and attempts to protect it with copyrights, trade secret law and international nondisclosure
safeguards, as well as restrictions on disclosure and transferability that are incorporated into its software license agreements. The Company
licenses its software products to customers rather than transferring title. Despite these restrictions, it may be possible for competitors or users to
copy aspects of the Company’s products or to obtain information which the Company regards as rrade secrets. Computer software generally has
not been patented and existing copyright laws afford only limited practical protection. In addition, the laws of foreign countries generally do not
protect the Company’s proprietary rights in its products to the same extent as do the laws of the United States.

GOVERNMENT REGULATIONS

The use of lasers and radio emissions are subject to regulation in the United States and in other countries in which the Company does business.
In the United States, various Federal agencies, including the Center for Devices and Radiological Health of the Food and Drug Administration,
the FCC, the Occupational Safety and Health Administration and various State agencies, have promulgated regulations which concern the use
of lasers and/or radio/electromagnetic emissions standards. Member countries of the European community have enacted standards concerning
electrical and laser safety and electromagnetic comparibility and emissions standards.

The Company believes that all of its products are in material compliance with current standards and regularions; however, regulatory changes
in the United States and other countries may require modifications to certain of the Company’s products in order for the Company to continue to
be able to manufacture and market these products.

The Company’s RF mobile computing devices include various models, all of which intentionally transmit radio signals as part of their normal
operation. Certain versions of the Company’s hand-held computers and its Spectrum One and Spectrum 24 networks utilize spread spectrum
radio technology. The Company has obtained certification from the FCC and other countries’ certification agencies for its products char urilize
this radio technology. Users of these products in the Unired States do not require any license from the FCC to use or operate these products.
Certain of the Company’s products transmit natrow band radio signals as part of their normal operation. The Company has obrained certification
from the FCC and other countries’ certification agencies for its narrow band radio products. Users of these products in the United States do not
require any license from the FCC to use or operate these products. The Company also markets radio products that utilize cellular radio technol-
ogy. The Company has obtained certification from the FCC and other countries’ certification agencies for its products that utilize this radio
technology. Users of these products in the United States do not require any license from the FCC to use or operate these products.

In all cases, such certificarion is valid for the life of the product unless and until the circuitry of the product is alrered in material respects,

in which case a new certification may be required.

EMPLOYEES
At December 31, 2001, the Company had approximately 5,250 full-time employees. Of these, approximately 3,100 were employed domestically.
The Company also employs temporary production personnel. None of the Company’s U. S. employees are represented by a labor union. Some

employees outside of the Unired States are represented by labor unions. The Company considers its relationship with its employees to be good.
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Item 2.Properties

The following table states the location, primary use and approximate size of all principal plants and facilities of the Company and its subsidiaries
and the duration of the Company’s tenancy with respect to each facility,
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Location Principal Use Size Tenancy/Ownership
One Symbol Plaza, Holesville, NY World Headquarters 299,000 square feet Owned
McAllen, Texas Distribution Facility approximately 334,000 square feet*  Owned
Reynosa, Tamaulipas, Mexico Manufacturing 290,000 square feet** Owned
116 Wilbur Place, Bohemia, NY Manufacturing 92,000 square feet Owned
110 Wilbur Place, Bohemia, NY Manufacturing 30,000 square feet Owned
12 & 13 Oaklands Pk., Fishponds Road, Customer Setrvice 21,700 square feet Owned

Wokingham, Berkshire, England
110 Otrville Drive, Bohemia, NY

Manufacturing

110,000 square feet

Leased: expires
August 31,2009

Valley Oak Technology Campus Network Systems 100,000 square feet Leased: expires
San Jose, CA Engineering, Marketing August 12, 2009
1101 Lakeland Ave., Bohemia, NY Manufacturing, Administration 90,400 square feet Leased: expires

and Distribution August 31, 2009

Customer Service Center

and Warehouse

EMEA Headquarters, Marketing 55,500 square feet
and Administration and
U.K. Headquarters

El Paso, Texas 62,660 square feet Leased: expires

December 14, 2007

Berkshire Place, Winnersh Triangle,
Winnersh, Wokingham,
Berkshire, England

Leased: expires
December 31,2012

Customer Service Center
and Warehouse

Juarez, Mexico 50,000 square feet Leased: expires

April 13,2004

*The McAllen facility is scheduled for completion in the first half of 2002
**The Company is scheduled to complete a 150,000 square foot expansion of this facility to bring it to a total of 290,000 square feet in 2002.

In addition to these principal locations, the Company and its subsidiaries also lease other offices throughout the world, ranging in size from
approximately 150 to 40,000 square feer.

Item 3.Legal Proceedings

See Patent and Trademark Matters for a discussion of certain other litigation involving the Company.

TELXON LITIGATION

From December through March 1999, a toral of 27 class actions were filed in the United States District Court, Northern District of Ohio, by cer-
tain alleged stockholders of Telxon on behalf of themselves and purported classes consisting of Telxon stockholders, other than the defendants
and their affiliates, who purchased stock during the period from May 21, 1996 through February 23, 1999 or various portions thereof, alleging
claims for “fraud on the market” arising from alleged misrepresentations and omissions with respect to Telxon’s financial performance and
prospects and an alleged violation of generally accepted accounting principles by improperly recognizing revenues. The named defendants are
Telxon, its former President and Chief Executive Officer, Frank E. Brick, and its former Senior Vice President and Chief Financial Officer, Kenneth
W. Haver. The actions were referred to a single judge. On February 9, 1999, the plaintiffs filed 2 Motion to consolidate all of the actions and the
Court heard motions on naming class representatives and lead class counsel on April 26, 1999.

On August 25, 1999, the Court appointed lead plaintiffs and their counsel, ordered the filing of an Amended Complaint, and dismissed 26 of
the 27 class action suits withour prejudice and consolidated those 26 cases into the first filed action. The lead plaintiffs appointed by the Court
filed an Amended Class Action Complaint on September 30, 1999. The Amended Complaint alleges that the defendants engaged in a scheme
to defraud investors through improper revenue recognition practices and concealment of material adverse conditions in Telxon’s business
and finances. The Amended Complaint seeks certification of the identified class, unspecified compensatory and punitive damages, pre- and post-
judgment interest, and attorneys’ fees and costs. Various appeals and writs challenging the District Court’s August 25, 1999 rulings were filed by
two of the unsuccessful plaintiffs but have all been denied by the Court of Appeals.

On November 8, 1999, the defendants jointly moved to dismiss the Amended Complaint, which was denied on Seprember 29, 2000. Following
the denial, the parties filed a proposed joint case schedule, discovery commenced, and the parties each filed their initial disclosures. On October
30, 2000, defendants filed their answer to the plaintiffs’ amended complaint as well as a Motion for Reconsideration or to Certify the Order

Denying the Motion to Dismiss for Interlocutory Appeal and request for oral argument, and a memorandum of points and authorities in support
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of that motion. On November 14, 2000, Plaintiffs filed a Memorandum in Opposition of Defendants Motion. This Motion was denied on January
19, 2001. On November 1, 2000, defendants filed a Motion for Application of the Amended Federal Rules of Civil Procedure to the case, and on

November 16, 2000, the Court granted this Motion in part and held that the Court will apply the new rules of evidence and new rules of civil pro-
cedure except to the extent those rules effectuate changes to Rule 26 of the Federal Rules for Civil Procedure. Discovery is in its preliminary stages.

On February 20, 2001, Telxon filed a motion for leave to file and serve instanter a summons and third-party complaint against third-party defen-
dant PricewaterhouseCoopers LLP (“PWC”) in shareholders’ class action complaints. Telxon’s third-party complaint against P®'C concerns PWC'’s
role in the original issuance and restatements of Telxon’s financial statements for its fiscal years 1996, 1997, 1998 and its interim financial state-
ments for its first and second quarters of fiscal year 1999, the subject of the class action litigation against Telxon. Telxon states causes of action
against PWC for contribution under federal securities law, as well as state law claims for accountant malpractice, fraud, constructive fraud, fraudu-
lent concealment, fraudulent misrepresentation, negligent misrepresentation, breach of contract, and breach of fiduciary dury. With respect to its
federal claim against PWC, Telxon seeks contribution from PWC for all sums that Telxon may be required to pay in excess of Telxon’s proportionate
liability, if any, and attorney fees and costs. With respect to its state law claims against PWC, Telxon seeks compensatory damages, punitive damages,
attorney fees and costs, in amounts to be determined at trial. Thereafter plaintifts sued PWC directly and that action was consolidated.

On April 30, 2001, the Court granted Telxon’s motion to file and serve its third-party complaint against PWC. The Court reserved judgment
on Telxon’s request to have the Complaint deemed filed instanter on the date of Telxon’s motion for leave to file the same ~ February 20, 2001.
Pursuant to the Court’s request the parties have submitted briefs on the issue of Telxon’s motion for leave to file and serve the third-party com-
plaint instanter. The issue is currently being considered by the Court.

PWC has filed a motion to dismiss both Telxon’s third-party complaint and the PWC action. The parties have fully briefed the motion. The
Court heard oral argument on PWC’s motions on September 10, 2001. On March 25, 2002, the Court ruled on the pending motions. As to Telxon’s
third-party complaint against PWC, the Courr held that it was timely filed, and thar Telxon’s allegations of scienter by PWC under the Federal secu-
rities laws were sufficiently pled, that Telxon’s state law fraud claims were sufficiently pled, and thar Telxon’s breach of fiduciary duty, constructive
fraud and fraudulent concealment claims against PWC should not be dismissed at the pleading stage. The Court denied PWC’s motion to dismiss
Telxon’s claims for contribution under the Federal securities laws with respect to Telxon’s restatemnents of its 1996, 1997 and 1998 audited financial
statements, and granted PWC’s motion to dismiss Telxon’s contribution claims with respect to the restatements of its unaudited first and second
quarter 1999 financial statements. The Court also denied PWC’s motion to dismiss the separate action filed against it by the plaintiffs.

By letrer dated December 18, 1998, the Staff of the Division of Enforcement of the Securities and Exchange Commission (the “Commission”)
advised Telxon that it was conducting a preliminary, informal inquiry into trading of the securities of Telxon at or about the time of Telxon’s
December 11, 1998 press release announcing that Telxon would be restaring the revenues for its second fiscal quarter ended September 30, 1998.
On January 20, 1999, the Commission issued a formal Order Directing Private Investigation and Designating Officers To Take Testimony with
respect to the referenced trading and specified accounting matters, pursuant to which subpoenas have been served requiring the production of
specified documents and testimony.

By letter dated March 9, 2001, the Division of Enforcement of the Commission informed Telxon that it had made a preliminary determination to
recommend that the Commission initiate an action against Telxon for violation of various sections of the federal securities laws and regulations and to
seek permanent injunctive relief and appropriate monetary penalties against Telxon. The Division of Enforcement also indicated that it intended to rec-
ommend similar action against three former employees of Telxon. On March 6, 2002 Telxon accepted an offer of settlement resolving this investigation.

Pursuant to the settlement, Telxon neither admitted nor denied certain findings by the Commission, and consented to the entry of an administra-
tive Cease and Desist Order prohibiting Telxon from committing or causing any violation, and any future violation of certain reporring, record-keep-
ing and internal control provisions of the Securities Exchange Act of 1934, Two former employees of Telxon also settled administrative proceedings
without admitting or denying certain findings by the Commission and by consenting to the entry of an administrative cease and desist order pro-
hibiting them from committing or causing any violation and any future violation of certain reporting, record-keeping and internal control provisions
of the Securities Exchange Act of 1934. The Commission on March 5, 2002 also filed suit against Kenneth W. Haver, former Chief Financial Officer of
Telxon, for fraud in connection with the company’s financial statements and earnings press release for the quarter ended September 30, 1998,

SYMBOL LITIGATION

On March §, 2002, a purported class action lawsuit was filed, entitled Pinkowitz v. Symbol Technologies, Inc. et. al. in the United States District
Court for the Eastern District of New York, on behalf of purchasers of the common stock of Symbol between October 19, 2000 and February 13,
2002, inclusive, against the Company, Tomo Razmilovic, Jerome Swartz and Kenneth Jaeggi.

The complaint alleges that defendants violated the federal securities laws by issuing materially false and misleading statements, throughout
the class period that had the effect of artificially inflating the marker price of the Company’s securities. Specifically, the complaint alleges that
defendants engaged in the following conduct which had the effect of increasing the Company’s reported revenue and profits: (1) the Company
booked as profit in the third quarter of 2000 a one-time royalty payment in excess of $10 million, enabling the Company to make its third quarter
projections; (2) the Company used expenses associated with its acquisition of Telxon to mask the fact chat its sales were declining; and (3) the
Company booked as having shipped in the first quarter of 2001 more than $40 million in inventory that included side provisions allowing cus-

tomers to delay payments or return merchandise, or included products that “never left the warehouse”.
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Five additional purported similar class actions have also been filed against the Company in the Eastern District of New York. The Louisiana
School Employees Retirement System is the plaintiff in the second action, which also names, in addition to the Company, Jerome Swartz, Tomo
Razmilovic and Kenneth Jaeggi as defendants. The Company currently does not know the identities of the other parties in the third, fourth, fifth

and sixth actions filed against it. The Company believes that these litigations are without merit and intends to defend them vigorously.

Item 4. Submission of Matters to a Vote of Security Holders
Not applicable.

Item 4A. Executive Officers of the Registrant

The following table sets forth the names, ages and all positions and offices held by the Company’s executive officers:

Jerome Swartz 61 Chairman of the Board of Directors, Chief Executive Officer, Chief Scientist and Director
Richard Bravman 46 President and Chief Operating Officer

Leonard H. Goldner 54 Executive Vice President, General Counsel and Secretary

Carole DeMayo 45 - Senior Vice President ~ Human Resources

Ron Goldman 41 Senior Vice President, General Manager - Marketing and Business Development
Kenneth V. Jaeggi 56 Senior Vice President - Finance and Chief Financial Officer

Joseph Katz 49 Senior Vice President - Research and Development

Boris Metlitsky 54 Senior Vice President ~ Corporate Engineering

Satya Sharma 61 Senior Vice President, General Manager - Worldwide Operations

Robert W. Korkuc 39 Vice President, Chief Accounting Officer

Dr. Swartz co-founded and has been employed by the Company since it commenced operations in 1975. He has been the Chairman of the
Board of Directors for more than the past fifteen years, and served as Chief Executive Officer of the Company for more than fifteen years until July
1,2000. Dr. Swartz re-assumed the Chief Executive Officer position on February 14, 2002. Dr. Swartz was an industry consultant for 12 years in
the areas of optical and electronic systems and instrumentation. He is the author of more than 30 published technical papers, and is credited with
more than 160 issued and pending U.S. patents, including the Company’s basic patents in hand-held laser scanning, He is a member of the Board
of Trustees of Polytechnic University of New York and a member of the Board of Directors of the Stony Brook University Foundation. He is also a
Fellow of the Institute of Electrical and Electronic Engineering and a member elect of the National Academy of Engineering. He has been the
recipient of the Institute of Electrical and Electronic Engineers’ Ernst Weber Leadership Award for career achievement.

Mr. Bravman has been employed by the Company since 1978. In 2001, he established the Company’s Integrated Systems Division. For six
months prior to that, he served as Senior Vice President and General Manager of the Company’s Western Area Sales and Services. From 1995 until
early 2001 Mr. Bravman served as Senior Vice President and General Manager of the Mobile and Wireless Systems Division. Prior to that, he held
various senior management positions including 12 years as the Company’s Chief Marketing Officer.

Mr. Goldner joined the Company in September 1990. From September 1979 until August 1990, he was a partner of the New York law firm of
Shereff, Friedman, Hoffman & Goodman, which was securities counsel to the Company.

Ms. DeMayo has been employed by the Company for more than the past eight years in various human resource positions.

Mr. Goldman joined the Company in February 1992 and has served in various legal, managerial and business development posirions.

Mr. Jaeggi joined the Company in May 1997. From May 1996 to May 1997, he was a member of the Office of the Chairman and the Operating
Committee of Elecrromagnetic Sciences in Atlanta, GA. From December 1992 until May 1996, Mr. Jaeggi served as Senior Vice President, Chief
Financial Officer and consultant of Scientific-Atlanta, Inc., a leading producer of cable network and satellite communications systems. From June
1988 to December 1992, he was President and Chief Executive Officer of Imagraph Corporation, a developer and manufacturer of graphics and
imaging hardware and software for application specific workstations. Mr. Jaeggi served as Vice President, Chief Financial Officer and consultant to
Data General Corporation from June 1980 until June 1988.

Dr. Katz joined the Company in January 1989 and has held several positions in Research and Development. From May 1981 until January
1989, Dr. Katz held a number of positions at the Jet Propulsion Laboratory of the California Institute of Technology, the most recent of which
was as Technical Group Supervisor.

Dr. Metlitsky joined the Company in March 1983 and has served in various technical and managerial positions.

Dr. Sharma joined the Company in March 1995. Prior to joining the Company, Dr. Sharma held various management positions at AT&T.
From April 1990 to March 1995, Dr. Sharma served as Director of Quality of AT&T’s Power Systems Division and from January 1986 to April
1990 he was a Department Head at AT&T Bell Labs.

Mr. Korkuc joined the Company in October 1990 and has served in various finance and accounting positions. He is a member of the American

Institute of Certified Public Accountants and the New York State Society of Certified Public Accountants.
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Part I

ftem 5. Market for the Registrant’s Common Equity and Related Security Holder Matters

The Company’s Common Stock is listed on the New York Stock Exchange. The following table sets forth, for each quarter period of the last two
years, the high and low sales prices as reported by the New York Stock Exchange and the dividend payments declared by the Board of Directors

and paid by the Company.

Year Ending: High* Low* Dividend

December 31, 2000 First Quarter 46.00 22.86 $.015
Second Quarter 42.31 23.49
Third Quarter 37.15 20.79 $.01
Fourth Quarter 30.99 17.08

December 31, 2001 First Quarter 3733 19.50 $.01
Second Quarter ¢ 3210 20.11
Third Quarter 22.80 9.50 $.01
Fourth Quarter 18.20 10.00

*Adjusted to reflect a three-for-two stock split, effective April S, 2000 and a three-for-two stock split, effective April 16, 2001.

As of March 1, 2002 chere were 1,800 holders of record of the Company’s Common Stock.

Historically, changes in the Company’s results of operations or projected results of operations have resulted in significant changes in the mar-
ket price of the Company’s Common Stock. As a result, the market price of the Company’s Common Stock has been highly volatile. In addition,
the stock prices of many well known technology tompanies have recently experienced significant volatility as a result of failing to meet revenue or
earnings forecasts. The Company’s Common Stock may also experience substantial volatility if its operational results do not meet projections.

Payment of future dividends is subject to approval by the Company’s Board of Directors. Recurrent declaration of dividends will be dependent
on the Company’s future earnings, capital requirements and financial condition,

On February 14, 2000 and February 26, 2001, the Board of Directors of the Company declared a three-for-two stock split, payable as a 50 per-
cent dividend, on April 5, 2000 and April 16, 2001, respectively, to all shareholders of record on March 13, 2000 and March 26, 2001, respectively.

item 6. Selected Financial Data

The following table sets forth selected consolidated financial information of the Company which, for each of the years in the five year period
ended December 31, 2001, is derived from the audited consolidated financial statements of the Company. These tables should be read in conjunc-
tion with the Company’s Consolidated Financial Statements, including the notes thereto, appearing elsewhere in this Annual Report on Form

10-K. See “Item 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

Year Ended December 31,
(in thousands, except per share data) 2001% 2000% 1999 1998% 1997
Operating Results:
Total Net Revenue $1,452,697 $1,449,490 $1,139,290 $977,901 $774,345
Net (Loss) Earnings $ (53,907) $ (68,966) $ 116,364 $ 92,964 $ 70,232
{Loss) Earnings Per Share:
Basic $ (0.24) $ (0.33) $ 0.59 $ 0.47 $ 0.35
Diluted $ (0.24) $ (0.33) $ 0.55 $ 0.44 $ 0.34
Financial Position:
Total Assets $1,892,674 $2,093,199 $1,047,944 $838,399 $679,190
Working Capital $ 660,475 S 620,214 $ 351,613 $295,317 $241,846
Long-Term Debr, less Current Maturities $ 225,168 $ 201,144 $ 99,623 $ 64,596 $ 40,301
Stockholders’ Equity $1,180,789 $1,201,696 $ 640,460 $530,928 $453,742
Weighted Average Number
of Common Shares Outstanding:
Basic 227,392 206,444 198,732 198,437 199,254
Dilured 227,392 206,444 212,358 210,722 206,672

(1} Includes pre-tax charges for costs associated with the reorganization of the Company’s manufacturing facilities and an inventory writedown totaling $169,662 or (30.51) diluted loss per share.
(2) Includes pre-tax charges for costs associated with restructuring, impairment and merger integration charges in connection with the acquisition of Telxon Corporation of $273,521 or (80.97) diluted loss per share.
(3) Includes a pre-tax charge for costs associated with a terminated acquisition of $3,597 or $0.01 diluted earnings per share.
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SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS UNDER SECURITIES LITIGATION REFORM ACT OF 1995;

CERTAIN CAUTIONARY STATEMENTS

Sometimes, the Company makes forward-looking statements, orally or in writing, These statements may be in press releases, oral statements or in
filings made by the Company with the Securities and Exchange Commission, including this one. The words or phrases “will likely result”, “are
expected to”, “will continue”, “is anticipated”, “estimarte”, “project” or similar expressions identify “forward-looking statements” that are covered
by the Private Securities Litigation Reform Act of 1995 (the “Reform Act”). The Company wants to be sure that any forward-looking statements
are accompanied by meaningful cautionary statements, so that the Company is protected by the safe harbor established in the Reform Act.
Therefore, any forward-looking statements made by the Company are qualified by the following discussion of factors that could cause actual
results to be different from forward-looking statements. The Company has no obligation to update forward-looking statements.

The risks presented here may not be all of the risks the Company may face. These are the factors that the Company believes could cause actual
results to be different from expected and historical resules. Other sections of this report include additional factors that could have a negative effect on
the Company’s business and financial performance. The industry that the Company competes in is very competitive and changes rapidly. Sometimes
new risks emerge and management may not be able to predict all of them, or be able to predict how they may cause actual results to be different from
those contained in any forward-looking statements. You should not rely upon forward-looking statements as a prediction of furure results.

While the Company, from time to time, communicates with securities analysts, you should not assume that the Company agrees wich any
statement or report issued by any analyst regardless of the content of the statemenc or report. The Company has a policy against confirming the
accuracy of forecasts or projections issued by others. If reports issued by securities analysts contain projections, forecasts or opinions, those
reports are not the responsibility of the Company.

2002 PROJECTIONS. The Company has provided guidance with respect to projected financial performance in 2002. There can be no assurance
that the company will meet or exceed these projections. The Company’s projections could be affected by general industry and market conditions
and growth rates, United States and foreign economic and political conditions, including the global economic slowdown and interest rate and
currency exchange rate fluctuations and other future events. Following are some of the risks, uncertainties and assumptions that could affect the
outcome of the projections. )
- Revenue is difficulc to predict. Current projections are based upon an improvement in the level of economic activity in general and increased
IT spending in particular, especially in the second half of 2002. If these improvements do not occur, or occur at a slower rate than expected,

our resulrs of operation are likely to be below our projections.

» In the past, the Company has underestimated the severity of the impact of economic conditions, both domestic and foreign, and their negative
affect on the Company’s operating revenues.

- If demand from the Company’s resellers, distributors and original equipment manufacturers is less than anticipated, the Company’s business
and results of operations could be adversely affected. In 2001 purchases from these entities were less than anticipated by the Company.

- There can be no assurance that the cost saving strategies implemented late in 2001 and the first quarter of 2002 will not have an adverse
impact on the Company’s ability to timely launch, manufacture and deliver new products and enter new markets planned for 2002.

- The Company operates in a highly compertitive industry.
- The failure of the Company to compete effectively, or price cutting by competitors, could adversely affect revenue.

» The Company has developed outsourcing arrangements for the manufacture of a significant portion of its products. If these third party manu-
facturers fail to deliver quality products and components at reasonable prices on a timely basis, the Company’s relarionships with customers
would be negatively affected and revenues, profitability and cash flow could decline.

+ If the products that the Company has introduced in 2001 and plans to introduce in 2002 do not become commercially accepted, customers
may not buy its products and revenues, profitability and cash flow could be adversely affected.

- Many of the Company’s new products and products under development are highly complex and innovative. As a result, they may contain
defects or errors that are detected only after installation in customers systems. To the extent that occurs, the Company’s projections could be
negatively affected.

+ The failure of the Company to successfully or timely transfer the manufacture of its internally produced products from Long Island, New York
to its manufacturing facility in Mexico could lead to greater than expected costs and/or late delivery of product during the first half of 2002.
This would have a negative impact on profitability and the Company’s ability to meet its projecrions.

FINANCIAL PERFORMANCE. The Company’s operating results may vary in the furure as a result of a number of factors, including:
- worldwide economic conditions
> levels of IT spending
- changes in rechnology
' new competition
- customer demand
> a shift in the mix of the Company’s products
- ashift in sales channels
- the market acceptance of new or enhanced versions of the Company’s products
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- the timing of introduction of other products and technologies
+ cancellation or postponement of orders

- component shortages

- acquisitions made by the Company

ECONOMIC CONDITIONS. The United States economy was in recession for some portion of 2001. There has also been concern expressed
that the United States economy may fail to have a robust recovery. The European and world economy has also experienced weakness. The
Company as well as numerous well-known high technology companies have missed projected earnings forecasts and performed below expecta-
tions in 2001. This shortfall in revenue and earnings is due in large part to the slowing United States economy and weakness in Europe and
elsewhere. The Company’s current business and operating plan assumes that economic activity in general and IT spending in particular will
increase throughout 2002. The Company will not be able to meet its earnings projections if weak economic conditions or lower levels of IT
spending result in less than forecasted revenues. The Company’s results will be negatively affected if the United States economy does not have a
significant recovery, or if the European economy and world economy does not improve. The Company’s business and operating results may also

be negatively affected if the rerail industry, which accounts for a significant portion of the Company’s business, does not improve.

ACQUISITIONS. The Company has in the past and may in the future acquire businesses or product lines as a way of expanding its product offer-
ings and acquiring new technology. If the Company does not identify future acquisition opportunities and/or integrate businesses that it may
acquire effectively, the Company’s growth may be negatively affected.

FORECASTS. The volume and timing of orders the Company receives during a fiscal quarter are difficulr to forecast. Sometimes customers have
canceled orders or rescheduled shipments ordered from the Company. The Company has operated with a backlog that is a small percentage of the
revenue projected for each quarter. The Company monitors backlog. Because most customers order products for delivery wichin 45 days, che
Company does not believe that backlog provides a good indication of financial performance except for the then current fiscal quarter. During
2001, delivery of a significant number of orders was delayed to subsequent quarters than had been the case in the past. This development has made
it even more difficult to use backlog as a predictor of financial performance, even in the current quarter. Shipments made during a fiscal quarter
are usually in response to orders received either during that quarter or shortly before the beginning of that quarter. Shipments for orders received
in a fiscal quarter are usually from products manufactured in that quarter. The Company maintains significant levels of raw marerials so it can
meet delivery requirements of its customers. The Company may not be able to procure the appropriate mix of raw materials to accommodate all
otders in a quarter. Because of the levels of current and anticipated backlog, the Company’s financial performance in any quarter is dependent
upon obtaining orders in that quarter which can be manufactured and delivered to its customers in the same quarter. Financial performance for
any quarter is not known until near the end of that quarter. The Company’s expense levels are partly based on the level of future revenues the
Company expects. In the event there is a decline in projected revenue, operating expenses are likely to be unusually high for any quarter causing

the Company’s operating profit to be negatively affected for that quarter.

PRODUCT MiX. The Company anticipates that in 2002 overall product margins will begin to increase as a result of efficiencies from the transfer
of internal manufacturing to the Company’s Reynosa, Mexico facility and external manufacturing to lower cost producers in China, Taiwan and
Singapore. However, if the Company fails to achieve these efficiencies, or if the Company is forced to cut prices on its products, then it may not be

able to achieve the projected improvement in margins, and operating results may be affected negatively.

FOREIGN SALES. A large portion of the Company’s net revenues have been from foreign sales. In 2001, foreign sales accounted for approxi-
mately 40 percent of net revenue. These sales are subject to the normal risks of foreign operations, such as:

- political uncertainties

- currency fluctuations

- protective tariffs

- trade barriers and export/import controls

- transportation delays and interruptions

- reduced protection for intellectual property rights in some countries

- the impact of recessionary foreign economies

* long receivable collection periods

Most of the Company’s equipment sales in Western Europe and Asia are billed in foreign currencies and are subject to currency exchange fluc-
tuations. In addition, much of Europe converted to mandatory use of the “Euro” currency in 2002. Since a significant portion of the Company’s
expenses are incurred in the United Stares, sales and results of operations could be affected by fluctuations in the U.S. dollar. Changes in the value
of the U.S. dollar compared to foreign currencies have in the past had an impact on the Company’s sales and margins. In 2001, results of opera-
tions continued to be negatively affected by the appreciation of the value of the U.S. dollar in relation to key foreign currencies. The Company can-
not predict the direction or magnitude of currency fluctuations, and the Company may not continue to perform adequately if the value of the U.S.

dollar in relation to key foreign currencies increases. The Company cannot predict whether the United States or any other country will impose new
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quotas, tariffs, taxes or other trade barriers upon the importation of the Company’s products or supplies or the effect that new barriers would
have on its financial position or results of operations. The Company also cannot predict the effect the adoption of the Euro will have on European

economic activity. The Company’s results may be adversely affected if the adoption of the Euro hinders economic activity in Europe.

MANUFACTURING. If use of the Company’s manufacturing facilities in Bohemia, New York or Reynosa, Mexico were interrupted by natural disaster
or otherwise, the Company’s operations would be negatively affected until the Company could establish alternative production and service operations.

Beginning in the second half of 2001 and continuing in the first half of 2002, the Company is transferring substantially all of its internal pro-
duction manufacturing activities to its Reynosa, Mexico facility. This transfer of operations requires the relocation of tooling, equipment, and
inventory that is critical to the manufacture of many of the Company’s products. Loss of, damage to or late delivery of any of the tooling, equip-
ment or inventory would cause delays in production schedules and customer shipments. The Company will continue to use a facility in Bohemia
as a new product introduction center.’

Many of the Company’s products and subassemblies are manufactured in the Company’s manufacturing facilicy in Reynosa, Mexico and by
third parties outside the United States. The Company anticipates that an increased percentage of new products and subassemblies will be manu-
factured at its Mexico facility and by third parties, including Olympus. The manufacture of these items is subject to risks common to all foreign
manufacturing activities such as:

+ governmental regulation

- currency fluctuations

* transportation delays and interruptions

» political and economic disruptions

» the risk of imposition of tariffs or other trade barriers

The Company has experienced manufacturing problems that have caused delivery delays. The Company may experience production difficulties
and product delivery delays in the future as a result of:
- changing process technologies
- ramping production
- installing new equipmenct at its manufacturing facilities
- shortage of key components

Manufacturing of products in two locations subjects the Company to normal risks of managing two separate manufacturing facilities in two
separate countries, including:
- administration of customs requirements
* coordinarion of procurement
- cross-border distribution

Sometimes, the Company experiences significant price increases and limited availability of components that are available from multiple
sources. At times, the Company has been unable to meet product orders because parts were not available.

While past shortages and delays have not had a negative effect on the Company’s reported revenues, shortages and delays could have a negative
effect on the Company’s future operating results. Although the availability of components did not materially impact the Company’s business in
2001, the Company cannot predict if component shortages will resurface. On occasion, the Company acquires component inventory in anticipation
of supply shortages. If component availability is restored and as a result component prices decline, operating results could be negatively affected.

Some components, subassemblies and products are purchased from a single supplier or a limited number of suppliers. The loss of any of these
suppliers may cause the Company to incur additional set-up costs and delays in manufacturing and delivery of products.

The Company purchases a large number of parts, components and third party products from Japan. The value of the yen in relation to the U.S.
dollar has declined during 2001. If the value of the yen strengthens relative to the dollar in 2002, the Company’s financial performance could be
negatively affected.

COMPETITION. The Company is in a highly competitive industry that is influenced by:
- advances in technology
* product improvements
- new product introduction
- marketing and distribution capabilities
* price competition

If the Company does not keep pace with product and technological advances, the Company’s competitive position and prospects for growth
could be negatively affected. In 2000 and continuing in 2001, many of the Company’s key competitors had poor financial performance. There is
likely to be continued pricing pressure in 2002 as these competitors attempt to reverse losses in their market share, which may negatively affect the

Company’s revenues and/or gross margins.
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NEW COMPETITORS. The products that the Company and its competitors manufacture and market are becoming more complex. As the
technological and functional capabilities of future products increase these products will begin to compete with products being offered by larger,
traditional computer, network and communications industry participants who have substantially greater financial, technical, marketing and
manufacturing resources than the Company. The Company may not be able to compete successfully against these new competitors and competi-

tive pressures may negatively affect its business or operating results.

PRICE. The selling price of the Company’s products usually decreases over the life of the product. To lessen the effect of price decreases, the
Company attempts to reduce manufacturing costs of existing products and to introduce new products, functions and other price/performance-
enhancing features. If cost reductions, product enhancements and new product introductions do not occur in a timely manner or are not accepted

in the marketplace, the Company’s operating results could be negatively affected.

RESEARCH AND DEVELOPMENT. The Company is active in research and development of new products and technologies. The Company’s
research and development efforts may not lead to the successful introduction of new or improved products. The Company may encounter delays
or problems in connection with its research and development efforts. New products often take longer to develop, have fewer features than origi-
nally considered desirable and achieve higher cost targets than initially estimated. There may be delays in starting volume production of new
products and new products may not be commercially successful. Products under development are often announced before introduction and these
announcements may cause customers to delay purchases of existing products until the new or improved versions of those products are available.
Delays or deficiencies in development, manufacturing, delivery of or demand for new products or of higher cost targets could have a negarive
effect on the Company’s business, operating results or financial condition. The Company has made significant investments to develop consumer
scanning products. Consumer interactive shopping and scanning, in-store and at home, is a new and developing market. The Company’s business
and operating results may be negatively affected if these markers do not grow, or if retailers and consumers adopt scanning products at lower rates
than anticipated by the Company. The Company’s efforts in consumer scanning are also dependent, in part, on applications developed and infra-
structure deployed by third parties. The Company’s business and operating results may also be negatively affected if third parties do not develop

robust, new or innovative applications, or create appropriate infrastructure, for interactive shopping and scanning products.

SYSTEM SALES. Historically, the Company has sold individual bar code scanning devices and scanner integrated mobile computing devices to
customers. Increasingly, the Company’s sales efforts have focused on sales of complete data transaction systems. System sales are more costly and
require a longer selling cycle, and more complex integration and installation services. System sales, therefore, may result in increased time between

the manufacture of product and the recognition of revenue, as well as the receipt of payment for such transactions.

INTELLECTUAL PROPERTY. The Company protects its proprietary information and technology through contractual confidentiality provisions
and by applying for United States and foreign patents, trademarks and copyrights. These applications may not result in the issuance of patents,
trademarks or copyrights. Third parties may seek to challenge, invalidate or circumvent these applications or resulting patents, trademarks or
copyrights. Competitors may independently develop equivalent or superior, non-infringing technologies. The Company’s licensing revenue could
be negatively affected if competing technologies avoid infringement of the Company’s licensed patents.

Third parties have and may again assert claims of infringement of intellectual property rights against the Company. These claims have in the

past and may in the future lead to litigation or require the Company to significantly modify or discontinue sales of some of its products.

THIRD PARTY PRODUCTS. Historically, the Company has manufactured almost all of it products. Beginning in 1996, the Company began to
offer an increased number of third party products. The Company hopes that sales of third party products will result in higher operating income. |
Sales of third party products usually generate lower margins which may not be fully offset by lower expenses. If third party product suppliers
become unable or unwilling to manufacture products for the Company or do not meet the Company’s volume and quality requirements and deliv-
ery schedules, the Company’s ability to market these products could be negatively affected. Many of the components and parts for these third
party products are purchased outside the Unired States. Many of these third party products are manufactured outside of the United States. Supply
of these products could be negatively affected by factors normally attendant to the conduct of foreign trade, including:

- imposition of duties, taxes, fees or other trade restrictions

- fluctuation in currency exchange rates

- longer delivery times

GOVERNMENT REGULATIONS. The Company is subject to the risks associated with changes in United States and foreign regulatory require-
ments, More stringent regularory requirements or safery and quality standards may be issued in the future and may have a negative effect on the
business of the Company. Sales of the Company’s products could be negatively affected if more stringent safety standards are adopred by its

customers such as electronic cash register manufacturers.
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The Company’s Spectrum 24 spread spectrum wireless communication products operate through the transmission of radio signals. These
products are subject to regulation by the FCC in the United States and corresponding authorities in other countries. Currently, operation of these
products in specified frequency bands does not require licensing by regulatory authorities. Regulatory changes restricting the use of frequency
bands or allocating available frequencies could have a negative effect on the Company’s business and its results of operations.

SAFETY RISK. Recently, there has been some concern over the potentially negarive effects of electromagnetic emissions from cellular telephones. While
the Company’s RF products do emit electromagnetic radiation, the Company believes that due to the low power output of its products and the logistics
of their use, there is no health risk to end-users in the normal operation of its products. The Company’s RF products may become the subjects of safety
congerns in the future. Safety issues and the associated publicity‘could have a negative effect on the Company’s business and its results of operations.

RELIANCE ON RESELLERS, DISTRIBUTORS AND OEMS. The Company sells a majority of its products through resellers, distributors and
original equipment manufacturers (OEMs). Reliance upon third party distribution sources subjects the Company to risks of business failure by
these individual resellers, distributors and OEMs, and credit, inventory and business concentration risks. In addition, if there is a shortfall in

demand from third party distribution sources, the Company’s operating results may be affected negatively.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

RESULTS OF OPERATIONS
The following table sets forth for the years indicated certain revenue and expense items expressed as a percentage of net revenue.

Percenrage of Revenue

Year Ending December 31,
2001 2000 1999
Product Revenue 78.9% 85.0% 85.1%
Services Revenue 21.1 15.0 149
100.0 100.0 100.0
Cost of Revenue:
Product costs 56.5 555 44.5
Amortization of Software Development Costs 1.2 17 16
Product cost of revenue 57.7 57.2 46.1
Services cost of revenue 15.2 11.0 11.4
72.9 68.2 57.5
Gross Profit 27.1 318 42.5
Operating Expenses:
Engineering 8.1 6.7 7.2
Selling, General and Administrative 222 18.4 19.4
Restructuring and Impairment Charges - 21 -
In-Process Research and Development - 6.0 -
Merger Integration Charges - 2.7 -
Amortization of Excess of Cost Over Fair Value of Net Assers Acquired 1.1 04 0.4
31.4 36.4 27.0
(Loss)/Earnings from Operations (4.3) (4.6) 15.5
Net Interest Expense (1.2) (0.8) (0.5)
(Loss)/Earnings Before Income Taxes And Extraordinary Item (5.5) (5.5) 15.0
(Benefit from)/Provision for Income Taxes (1.8) 0.7) 4.8
(Loss)/Earnings Before Extraordinary Irem (3.8) (4.8) 102
Extraordinary Gain on Repurchase of Convertible Notes, Net of Taxes 0.1 - -
Net (Loss)/Earnings (3.7%) (4.8%) 10.2%
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For the year ended December 31, 2001 (Doilars in thousands)

The Company’s business consists of the design, manufacture and marketing of scanner integrated mobile and wireless information management
systems, and the servicing of, customer support for and professional services related to these systems. During the fourth quarter of 2001, the
Company reorganized its services activities and formed a new global services organization. This change allows the Company to focus on the
delivery of all services to its customers. These activities will be coordinated under one global services organization. As a resule, the Company

will present two reportable operating segments as Products and Services.

Net product revenue of $1,146,870 for the year ended December 31, 2001 decreased 6.9 percent from 2000. The decrease in net product
revenue is due to a global slowdown in information technology spending which resulted in a reduction in the quantity of units sold, partially
offset by increased revenue resulting from the Telxon acquisition. Net services revenue of $305,827 for the year ended December 31, 2001
increased 40.8 percent from 2000, primarily due to the Telxon acquisition as well as an increase in existing maintenance concract revenue. Foreign
exchange fluctuations unfavorably impacted the growth in total net revenue by approximately 1.7 percentage points and 2.8 percentage points for
the years ended December 31, 2001 and 2000, respectively.

Geographically, The Americas revenue decreased 3.5 percent from the comparable prior year period. EMEA and Asia Pacific revenue increased
10.5 percent and 1.5 percent, respectively, over the comparable prior year period. The Americas, EMEA, and Asia Pacific revenue represent approxi-
mately 67.2 percent, 27.1 percent, and 5.7 percent, respectively, of net revenue in 2001.

The Company is planning for sequential quarrerly growth in revenue as the year progresses and it anticipates revenue of approximately
$1,400,000. Artainmenc of this forecast is dependent on many factors, some of which are beyond the Company’s control. Those factors include
those previously enumerated as well as the assumption that there is a general improvement in the level of economic activity as well as increased
information rechnology spending.

Based on the aforementioned forecast level of revenue, the Company expects diluted earnings per share of approximarely $0.30 for the full
year, before a compensation related charge of approximately $8,500. This forecast is contingent upon, among other factors, attainment of revenue
levels previously discussed. As such, the Company has limited visibility to these numbers and there can be no assurance they will be achieved.

Management of the Company has prepared the aforementioned prospective financial information with respect to financial performance in
2002. This prospective financial information was not prepared with a view toward complying with the guidelines established by the American
Institute of Certified Public Accountants with respect to prospective financial information, bu, in the view of the Company’s management, was
prepared on a reasonable basis. However this information is not fact and should not be relied upon as being necessarily indicative of future results,
and one should not place undue reliance on the accuracy of the prospective financial information.

Neither the Company’s independent auditors, nor any other independent accountants, have compiled, examined, or performed any procedures
with respect to the prospective financial information contained herein, nor have they expressed any opinion or any other form of assurance on
such information or its achievability, and assume no responsibility for, and disclaim any association with, the prospective financial information.

Product cost of revenue (as a percentage of net product revenue before non-recurring charges) was 58.8 percent for the year ended December
31,2001 as compared to 58.0 percent in 2000. This increase is due to a shift in product mix in the fastest growing proportion of the Company’s
business to lower margin producrs versus the historical mix of products, the inclusion of Telxon’s generally lower margin products and the contin-
ued unfavorable impact of foreign exchange rate fluctuations on net revenue. This is partially offset by amortization of software development
costs of $17,084 for the year ended December 31, 2001, which decreased from $24,067 in the prior year. This is due to a decrease in the gross book
value of software development costs resulting from the writeoff of impaired assets in the fourth quarter of 2000 in conjunction with the Telxon
acquisition, as well as the writeoff in the third quarter of 2001 related to the reorganization of the Company’s manufacturing facilities. Such write-
offs relate to product discontinuations announced as a result of the Telxon acquisition and the transition of volume manufacturing activities to
Mexico in the fourth quarter of 2000 and the third quarter of 2001, respectively.

Services cost of revenue (as a percentage of nert services revenue before non-recurring charges) was 70.0 percent for the year ended December
31, 2001 as compared to 72.5 percent in 2000. The decrease in the services cost of revenue as a percentage of services revenue resulted primarily
from cost containment efforts and cost benefits derived from the elimination of duplicate overhead components including the closure of four
service centers and elimination of redundant workforce created in connection with the Telxon acquisition.

Included in total cost of revenue for the year ended December 31, 2001 is a $59,662 non-recurring charge recorded in the third quarter of
2001 relating to the reorganization of the Company’s manufacturing facilities consisting of $53,091 representing product cost of revenue and
$6,571 representing services cost of reverntue. Management is in the process of transitioning most of its volume manufacturing away from its
Bohemia, New York facility to lower cost locations, primarily its Reynosa, Mexico facility and Far East contract manufacturing partners. Also
included in product cost of revenue for the year ended December 31, 2001 is a $110,000 non-recurring charge recorded in the second quarter of
2001 for a writedown of the Company’s radio frequency (RF) infrastructure and mobile computing inventories. The writedown was recorded as a
result of lower demand for the Company’s current RF products, coupled with technological obsolescence due to planned introductions of new
RF infrastructure products and mobile computing appliances. Included in total cost of revenue for the year ended December 31, 2000 are restruc-
turing and impairment charges of $116,901 recorded in the fourth quarter of 2000, related to the acquisition of Telxon consisting of $114,440
representing product cost of revenue and $2,461 representing services cost of revenue. These charges include inventory writeoffs, capitalized

software writeoffs and other impairment charges, as well as the severance costs of direct labor employees of the Company.
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Engineering costs increased to $117,377 for the year ended December 31, 2001, from $97,274 for 2000. This represents an increase of 20.7 percent
from the prior year. The increase is due to additional expenses incurred in connection with the continuing research and development of new products
and the improvement of existing products and Telxon products as well as a decrease in the amount of capitalized costs incurred for internally developed
product software where economic and technological feasibility has been established. As a percentage of total net revenue, such expenses increased to
8.1 percent for the year ended December 31, 2001, from 6.7 percent in the prior year due to lower revenue levels as well as increased expenditures.

Selling, general and administrative expenses increased to $322,735 for the year ended December 31, 2001, from $267,322 in 2000. In absolute
dollars selling, general and administrative expenses increased 20.7 percent from the prior year, and as a percentage of total nec revenue such
expenses increased to 22.2 percent for the year ended December 31, 2001, from 18.4 percent in 2000. The increase resulted from additional expenses
due to the Telxon acquisition and additional expenses incurred to support a revenue base that is lower than that originally planned for in 2001.

Included in the results for the year ended December 31, 2001 is a pre-tax charge of approximately $16,000 recorded in the second quarter of
2001 for probable losses expected to be incurred due to challenges faced by the Company’s OEM partners of selling products in the deteriorating
capital spending environment.

Amortizarion of excess of cost over fair value of net assets acquired of $16,419 for the year ended December 31, 2001 increased from $6,475
in 2000 primarily due to the Telxon acquisition. In June 2001, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial
Accounting Standards (“SFAS”) No. 142, “Goodwill and Other Intangible Assets”. SFAS No. 142 addresses financial accounting and reporting for
acquired goodwill and other intangible assets. Under SFAS No. 142, goodwill and some intangible assets will no longer be amortized, but rather
reviewed for impairment on a periodic basis. The provisions of this Statement are required to be applied starting with fiscal years beginning after
December 15, 2001.

Net interest expense increased to $17,975 for the year ended December 31, 2001, from $12,220 in 2000 primarily due to the SAILS exchange-
able debt and interest on Telxon’s subordinated notes and debentures, partially offset by a reduction in interest expense due to annual mandatory
tepayments of other indebtedness, and the repurchase of certain of Telxon’s 5.75 percent convertible subordinated notes. For further discussion
of the SAILS exchangeable debt offering and the subordinated notes and debentures, refer to Liquidity and Capiral Resources.

The Company’s effective tax benefit for 2001 was 31.9 percent. This differs from the statutory rate primarily as a result of non-recurring
testructuring and integration charges associated with the reorganization of the Company’s manufacturing facilities and an inventory writedown.

During the year ended December 31, 2001, Telxon purchased in the open market $21,861 of its 5.75 percent convertible subordinated notes for
$20,665. This resulted in an extraordinary gain of $813, net of income taxes of $383, for the year ended December 31, 2001.

At December 31, 2001, the Company had net deferred tax assets of approximately $207,117 consisting of current deferred tax assets of
$182,964 and long-term deferred tax assets of $24,153. The long-term deferred tax assets reflect a valuation allowance of $8,098 relating to net
operating loss carryforwards.

In February 2002, the Company’s former President and Chief Executive Officer announced his retirement. In connection therewith, the
Company will record a pre-tax compensation and related benefits charge of approximately $8,500 in the first quarter of 2002.

For the year ended December 31, 2000 (Dollars in thousands)

Net product revenue of $1,232,320 for the year ended December 31 2000 increased 27.1 percent from 1999. The increase in net product revenue

is primarily due to increased worldwide equipment sales. Net services revenue of $217,170 for the year ended December 31, 2000 increased 27.9
percent from 1999. The increase in net services revenue is primarily due to an increase in maintenance contract revenue due to higher levels of
product reveniue as well as revenue from maintenance and repair services provided on an as-needed basis. Foreign exchange fluctuations unfavor-
ably impacted the growth in net revenue by approximately 2.8 percentage points and 0.6 percentage points for the years ended December 31, 2000
and 1999, respectively.

Geographically, The Americas, EMEA and Asia Pacific revenue increased 38.4 percent, 3.6 percent, and 27.1 percent, respectively over the com-
parable prior year period. The Americas, EMEA, and Asia Pacific revenue represent approximately 69.8 percent, 24.5 percent, and 5.7 percent,
respectively, of net revenue in 2000.

Product cost of revenue {as a percentage of net product revenue before non-recurring charges) was 58.0 percent for the year ended December
31, 2000 as compared to 54.2 percent in 1999. The increase in product cost of revenue is due to a shift in product mix in the fastest growing pro-
portion of the Company’s business to lower margin products versus the historical mix of products, the continued unfavorable impact of foreign
exchange rate fluctuations on net revenue, increased costs resulting from shortages and delivery delays for the limited quantities of components
and subassemblies procured from suppliers and the dilutive effect of the Telxon acquisition partially offset by increased royalty income.
Additionally, amortization of software development costs of $24,067 for the year ended December 31, 2000, increased from $18,472 in the prior
year due to new product releases.

Services cost of revenue (as a percentage of net services revenue before non-recurring charges) was 72.5 percent for the year ended December 31,
2000 as compated to 76.2 percent in 1999. The decrease in services cost of revenue is due to the reduction of certain overhead components of cost
of revenue from the prior year, including redundant workforce reductions. Included in total cost of revenue are restructuring and impairment

charges of $116,901 recorded in the fourth quarter of 2000, related to the acquisition of Telxon, consisting of $114,440 representing product cost
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of revenue and $2,461 representing services cost of revenue. These charges include inventory writeoffs, capitalized software writeoffs and other
impairment charges, as well as the severance costs of direct labor employees of the Company.

Engineering costs increased to $97,274 for the year ended December 31, 2000, from $81,944 for 1999. This represents an increase of 18.7
percent from the prior year. The increase is due to additional expenses incurred in connection with the continuing research and development of
new products and the improvement of existing products as well as a decrease in the amount of capitalized costs incurred for internally developed
product software where economic and technological feasibility has been established. As a percentage of total revenue such expenses decreased to
6.7 percent for the year ended December 31, 2000, from 7.2 percent for the prior year.

Selling, general and administrative expenses increased to $267,322 for the year ended December 31, 2000, from $220,753 in 1999. While in
absolute dollars selling, general and administrative expenses increased 21.1 percent for the year ended December 31, 2000, from the prior year, as a
percentage of total revenue such expenses decreased to 18.4 percent for the year ended December 31, 2000, from 19.4 percent in 1999 due to ongo-
ing cost containment programs. The increase in absolute dollars reflects expenses incurred to support a higher revenue base inclusive of expenses
associated with the Telxon acquisicion.

Restructuring and impairment charges of $29,795, recorded in the fourth quarrer of 2000, related to the restructuring plan that resulred from
the Telxon acquisition. These charges, classified as a component of operating expenses, include impaired fixed assets, severance of engineering, sell-
ing, general and administrative employees, and lease terminarion costs of redundant facilities.

In-process research and development charges of $87,600 related to the Telxon acquisition, which was accounted for using the purchase
method. A portion of the purchase price was allocated to acquired in-process research and development and was expensed immediately, since the
technological feasibility of the research and development projects had not been achieved and such projects were believed to have no alternative
future use. Independent valuations were used in determining the fair value of the identifiable intangible assets and in allocating the purchase price
among the acquired assets, including the portion of the purchase price attributed to in-process research and development.

The Company recorded merger integration charges of $39,225 in the fourth quarter of 2000 related to the Telxon acquisition. The merger inte-
gration charges consist primarily of professional services and consulting fees, marketing and advertising, travel expenses and other related charges.

Amortization of excess of cost over fair value of net assets acquired of $6,475 for the year ended December 31, 2000 increased from $5,092 in
1999 primarily due to the Telxon acquisition.

Net interest expense increased to $12,220 for che year ended December 31, 2000, from $5,821 in 1999 primarily due ro increased borrowings under
the Company’s revolving credit facility, partially offset by a reduction in interest expense due to annual mandatory repayments of other indebtedness.

The Company’s effective tax benefit for 2000 is 13.3 percent. This differs from the statutory rate primarily as a result of non-recurring restruc-
turing and integration charges associated with the Telxon acquisition previously mentioned.

At December 31, 2000, the Company had net deferred tax assets of approximately $108,994 consisting of current deferred tax assets of
$197,019 and long-term deferred tax liabilities of $88,025. The current deferred rax assets reflect a valuation allowance of $6,958 relating to net

operating loss carryforwards and foreign tax credit carryforwards.

Liquidity and Capital Resources (Dollars in thousands)

The Company utilizes a number of measures of liquidity including the following:
Year Ended December 31,

2001 2000 1999

Working Capital $660,475 $620,214 $351,613

Current Ratio (Current Assets to Current Liabilities) 2.9:1 2.4:1 2.5:1
Long-Term Debt to Capital (Convertible subordinated notes and debentures
plus long-term debt to convertible subordinared notes and debenrures plus

long-term debt plus equiry) 20.8% 20.4% 13.5%

Current assets decreased by $78,044 from December 31, 2000, principally due to a decrease in accounts receivable resulting from lower revenue
and increased cash collections, and a decrease in deferred income taxes. The overall decrease in current assets was partially offset by increased
inventory in support of new product launches and the shift in volume manufacruring to Mexico, increased cash, prepaid and refundable income
raxes resulting from non-recurring charges associated with an inventory writedown and the reorganization of the Company’s manufacturing
facilities and the tax benefit of stock option exercises.

Current liabilities decreased $118,305 from December 31, 2000, primarily due to the net utilization of accrued restructuring expenses,
repayment of the current portion of long-term debt and a decrease in accounts payable and accrued expenses.

The aforementioned activity resulted in a working capital increase of $40,261 for the fiscal year ended December 31, 2001. The Company’s
current ratio of 2.9:1 at December 31, 2001 increased from 2.4:1 at December 31, 2000.

The Company generated positive cash flow from operating activities of $26,628 and experienced an overall increase in cash of $17,556 during
2001. The positive cash flow provided by operating activities, net proceeds from issuance and repayments of notes payable and long-term debt,

the proceeds from the termination of the collar arrangement, associated with the Company’s investment in Cisco common stock, obrained in
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conjunction with the Telxon acquisirion, and the exercise of stock options which was partially offset by purchases of property, plant and
equipment, investment in intangible and other assets, the repurchase of convertible notes, the repurchase of 1,373,000 shares of the Company’s
common stock, and dividends paid.

For the year ended December 31, 2000, the Company used $50,534 in operating activities, but experienced an overall increase in cash of
$33,283. The positive cash flow provided by the sale of 7,529,000 (split-effected) treasury shares in private placements, the net proceeds from the
issuance and repayments of notes payable and long-term debt and the exercise of stock options which was partially offset by cash used in opera-
tions, investments in AirClic Inc. and others, and the repurchase of 1,176,000 (split-effected) shares of the Company’s common stock.

Property, plant and equipment expenditures for the year ended December 31, 2001 totaled $98,494 compared to $79,736 for the year ended
December 31, 2000. During the fourth quarter of 2000, the Company substantially completed construction of a 140,000 square foot manufactur-
ing and distribution facility in Reynosa, Mexico. In February 2001, the Company began a 150,000 square foot expansion of this facility. The total
cost for this project is estimated to be approximarely $8,500 and is scheduled to be completed during 2002. Additionally, in February 2001, the
Company began construction of a new 334,000 square foot distribution center in McAllen, Texas. The total cost for this project is estimated to be
approximately $33,000 and is scheduled to be completed in the first half of 2002. The Company continues to make capital investments in major
systems and network conversions but does not have any other material commitments for capital expenditures.

During the year ended December 31, 2000, the Company established a special purpose entity (“SPE”) for the purpose of entering into a
$50,000 lease receivable securitization agreement with a highly rated financial institution. The SPE is a consolidated entity and, accordingly,
its results are included in the consolidated financial statements of the Company. During the year ended December 31, 2001, the SPE securitized
approximately $32,227 of its lease receivables which resulred in proceeds from new securitizations of $18,700. Factors thart are reasonably likely
to affect the Company’s ability to continue using these financing arrangemencts include the ability to generate lease receivables that qualify for
securitization and the ability of the financial institution to obtain an investment grade rating from either of the two major credir rating agencies.
The Company does not consider its securitization of lease receivables a significant dependency on its continued liquidity.

At December 31, 2001, the Company had $225,168 in long-term debt outstanding, excluding current maturities, as follows:

December 31,
2001 2000
Revolving Credit Facility $125,439 $187,329
Senior Notes 12,698 19,048
Promissory Note - 10,000
State Loan - 3,000
SAILS Exchangeable Debt 93,206 -
Other 373 4,792
231,716 224,169
Less: Current maturities 6,548 23,025
$225,168 $201,144

The Company has a $350 million revolving credit facility with a syndicate of U.S. and International banks (the “Credit Agreement”). The terms
of the Credir Agreement extend to 2004. Use of the borrowings is unrestricted and the borrowings are unsecured. These borrowings bear interest
at either LIBOR plus 100 basis points or the base rate of the syndication agent bank which approximated 4.75 percent, 9.5 percent and 6.7 percent
at December 31, 2001, 2000 and 1999, respectively. At December 31, 2001, the Company had $125,439 of borrowings outstanding under the
Credit Agreement, which have been classified as long-term obligarions. At December 31, 2000 and 1999, the Company had $187,329 and $57,000
of borrowings outstanding under the Credit Agreement, respectively. In addition, in March 1993, the Company issued $25,000 of its 7.76 percent
Series A Senior Notes due February 15, 2003, and $25,000 of its 7.76 percent Series B Senior Notes due February 15, 2003, to two insurance
companies for working capital and genetal corporate purposes. The Series A Senior Notes are being repaid in equal annual installments of $2,778
which began in February 1995. The Series B Senior Notes are being repaid in equal annual installments of $3,571 which began February 1997.
The Senior Notes represent $6,349 of the total long-term debt balance outstanding at Decemnber 31, 2001.

In January 2001, the Company entered into a private Mandatorily Exchangeable Securities Contract for Shared Appreciation Income Linked
Securities (“SAILS”) with a highly rated financial institution. The securities which underlie the SAILS contract represent the Company’s investment in
Cisco common stock, which was acquired in connection with the Telxon acquisition. The 4,160,000 shares of Cisco common stock had a market value
of $75,338 at December 31, 2001. Such shares are held as collateral to secure the debt instrument associated with the SAILS and are included in the
balance of Investment in Marketable Securities. This debt has a seven-year maturity and pays a cash coupon of 3.625 percent. The SAILS contain an
embedded equity collat, which effectively manages a large portion of the Company’s exposure to fluctuations in the fair value of its holdings in Cisco
common stock. At maturity, the SAILS will be exchangeable for shares of Cisco common stock, or at the Company’s option, cash in lieu of shares.

Net proceeds from the issuance of the SAILS and termination of an existing freestanding collar arrangement were approximately $262,246 which were
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used for general corporate purposes, including the repayment of debt outstanding under its revolving credit facility. The Company accounts for the
embedded equity collar as a derivative financial instrument in accordance with the requirements of Statement of Financial Accounting Standards
No. 133, “Accounting for Certain Derivative Instruments and Hedging Activities.” (“SFAS 133”) The change in fair value of this derivative berween
reporting dates is recognized through earnings but has been mitigated by the changes in market value of Cisco shares classified as trading securities
which resulted in a net effect on earnings which is not material. The derivative has been combined with the debt instrument in long-term debt in an
appropriate presentation of the Company’s overall future cash outflows for that debt instrument under Financial Accounting Standards Board
Interpretation No. 39, “Offsetting of Amounts Related to Certain Contracts” (“FIN 39”) for the legal right of offset for accounting purposes.
The SAILS liability, net of the derivative asset, represents $93,206 of the total long-term debt balance outstanding at December 31, 2001.

The remaining $174 of long-term debt outstanding relates to various other loans maturing through 2008.

The combined aggregate amount of long-term debt maturities for each of the years ended December 31 are as follows:

2002 $ 6,548
2003 6,401
2004 125,468
2005 32
2006 27
Thereafter 93,240

$231,716

The Company’s long-term debt to capital ratio increased to 20.8 percent at December 31, 2001, from 20.4 percent at December 31, 2000, due
to the SAILS exchangeable debt transaction completed in January 2001, the loss for the year and the repurchase of treasury shares, offset by net
repayments under the Credit Agreement, the reputchase of the Telxon convertible notes, and the increase in equity due to stock option exercises.

The Company has loan agreements with various banks pursuant to which, the banks have agreed to provide lines of credit totaling $55,000
with a range of borrowing rates and varying terms. As of December 31, 2001, the Company has $19 outstanding under these lines. These agree-
ments continue until such time as either party terminates the agreements.

At the time of the Telxon acquisition, Telxon had outstanding $82,500 of 5.75 percent convertible subordinated notes (the “5.75 percent
notes”), and $24,413 of 7.5 percent convertible subordinated debentures (the “7.5 percent debentures”). The notes are redeemable at any time at
the option of Telxon at 100.8214 percent of par value during the year ending December 31, 2002. The 7.5 percent debentures are redeemable at par
value. During the year ended December 31, 2001, Telxon purchased in the open market $21,861 of Telxon’s 5.75 percent notes for $20,665, result-
ing in an extraordinary gain of $813, net of $383 in taxes. In January and February of 2002, Telxon repurchased $34,790 of its 5.7S percent notes
for $34,127 in cash and $5,173 of its 7.5 percent debentures for $5,004 in cash. In March 2002, Telxon called for the redemption of all of its 5.75
percent notes and all of its 7.5 percent debentures. The redemption date will be April 15, 2002. The redemprion price will be 100.8214 percent of
the outstanding principal amount plus accrued and unpaid interest for the 5.75 percent notes and 100 percent of the outstanding principal
amount plus accrued and unpaid interest for the 7.5 percent debentures. The aggregare principal amount to be redeemed is $45,089.

The Company continues to enter into obligations and commitments to make future payments under lease agreements. The future obligations
related to capital lease obligations is not material.

The combined aggregate amount of required future minimum rental payments under non-cancelable operating leases for each of the years

ended December 31, are as follows:

2002 $ 15,357
2003 13,060
2004 11,124
2005 9,605
2006 8,884
Thereafter 32,733

$90,763

The Company has a balance of accrued purchase commitments of $13,822 as of December 31, 2001 for which payments are due within one
year and is included in the balance of accounts payable and accrued expenses.

The Company believes that it has adequare liquidity to meet its current and anticipated needs from the results of its operations, working
capital and existing credit facilities.

In the opinion of management, inflation has not had a material effect on the operations of the Company.
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CRITICAL ACCOUNTING POLICIES

The preparation of these financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.

On an on-going basis, management evaluates its estimates and judgments, including those related to revenue recognition, asset impairment,
intangible assets and derivative instrument valuation. Management bases its estimates and judgments on historical experience and on various
other factors that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the car-
rying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under different
assumptions or conditions. Note 1 to the Company’s consolidated financial statements “Summary of Significant Accounting Policies” summarizes
each of its significant accounting policies. Management believes the following critical accounting policies, among others, affect its mote significant
judgments and estimaces used in the preparation of its consolidated financial statements.

REVENUE RECOGNITION. Revenue related to sales of the Company’s products and systems is generally recognized when products are shipped
or services are rendered, the title and risk of loss has passed to the customer, the sales price is fixed or determinable, and collectibility is reasonably
assured. The Company accrues related product return reserves and warranty expenses at the time of sale. Service and maintenance sales are recog-
nized over the contract term,

In December 1999, the Securities and Exchange Commission (SEC) issued Staff Accounting Bulletin (“SAB”) No. 101 “Revenue Recognition
in Financial Statements”. Accordingly, if products, services or maintenance are bundled in a single contract, revenue will be recognized once all
elements of the contract are completed unless the following criteria are met: (1) the product has been delivered; (2) the undelivered services or
maintenance are not essential to the delivered products; (3) the fee for the product is not subject to forfeiture, refund or concession based on
performance of the services or maintenance; (4) the fair value of services and maintenance are determined based on the price charged by the
Company, or the price charged by competitors when similar services or maintenance are sold separately; and (5) the revenue related to any element

of the contract is not subject to customer acceptance; in which case the revenue for each element will be recognized independently.

LONG-LIVED ASSETS. The Company assesses the impairment of its long-lived assers, including property, plant and equipment, identifiable
intangible assets and software development costs whenever events or changes in circumstances indicate the carrying value may not be recoverable.
Factors the Company considers important which could trigger an impairment review include significant changes in the manner of its use of the

acquired asset, changes in historical or projected operating performance and significant negartive economic trends.

RESEARCH AND DEVELOPMENT/SOFTWARE DEVELOPMENT COSTS. The Company expenses all research and development costs as
incurred, Research and development expenses may fluctuate due to the timing of expenditures for the varying stages of research and product
development and the availability of capital resources. The Company capitalizes costs incurred for internally developed product software where eco-
nomic and technological feasibility has been established and for qualifying purchased product software. The Company assesses the recoverability

of its software development costs against estimated future revenue over the remaining economic life of the software.

DERIVATIVE INSTRUMENTS, HEDGING ACTIVITIES AND FOREIGN CURRENCY. The Company utilizes derivative financial inscruments
to hedge foreign exchange rate risk exposures related to foreign currency denominated payments from its international subsidiaries. The Company
also utilizes a derivative financial instrument to hedge fluctuations in the fair value of its investment in Cisco common shares. These derivatives
qualify for hedge accounting. The Company does not participate in speculative derivatives trading. While the Company intends to continue to meet
the conditions for hedge accounting, if hedges did not qualify as highly effective, or if the Company did not believe the forecasted transactions
would occur, the changes in fair value of the derivatives used as hedges would be reflected in earnings. The Company does not believe it is exposed

to more than a nominal amount of credit risk in its hedging activities as the counterparties are established, well capitalized financial institutions.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In June 2001, the FASB issued SFAS No. 141, “Business Combinations”. SFAS No. 141 applies prospectively to all business combinations iniriated
after June 30, 2001 and to all business combinations accounted for using the purchase method for which the dare of acquisition is for July 1, 2001,
or later. This statement requires all business combinations to be accounted for using one method, the purchase method. The adoption of SEAS
No. 141 is not expected to have a significant impact on the Company’s financial statements.

In June 2001, the FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets”. SFAS No. 142 addresses financial accounting and
reporting for acquired goodwill and other intangible assets. Under SFAS No. 142, goodwill and some intangible assets will no longer be amortized,
but rather reviewed for impairment on a periodic basis. The Company will adopt the provisions of this Statement effective January 1, 2002. This
Statement is required to be applied to all goodwill and other intangible assets recognized in its financial statements at such date. Impairment
losses for goodwill and certain intangible assets that arise due to the initial application of this Statement are to be reported as resulting from a

change in accounting principle. Goodwill and intangible assets acquired after June 30, 2001, will be subject immediately to the provisions of this
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Statemnent. The Company has not completed an analysis of the potential impact upon adoption of the impairment test of goodwill, however
amortization of existing goodwill, which was $16,419, $6,475 and $5,092 for the years ended December 31, 2001, 2000 and 1999, respectively, will
cease upon adoption.

In August 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations”. The standard requires entities to record the
fair value of a liability for an asset retirement obligation in the period in which it is incurred. When the liability is initially recorded, the entity
capitalizes a cost by increasing the carrying amount of the related long-lived asset. Over time, the liability is accreted to its present value each
period, and the capitalized cost is depreciated over the useful life of the related asset. Upon settlement of the liability, an entity either settles the
obligation for its recorded amount or incurs a gain or loss upon settlement. The standard is effective for the Company beginning January 1, 2003.
The adoption of SFAS 143 is not expected to have a material impact on the Company’s financial statements.

In October 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”. SFAS No. 144 replaces
SFAS No. 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of” and the accounting and
reporting provisions of Accounting Principles Board Opinion No. 30, “Reporting the Results of Operations—Reporting the Effects of Disposal of
a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions”, for the disposal of a “segment of a
business” (as previously defined in that Opinion). SFAS No. 144 requires that long-lived assets be measured at the lower of carrying amount or fair
value less cost to sell, whether reported in continuing operations or in discontinued operations. Therefore, discontinued operations will no longer
be measured at net realizable value or include amounts for operating losses that have not yer occurred. SFAS No. 144 also broadens the reporting
of discontinued operations to include all components of an entity with operations that can be distinguished from the rest of the entity and that
will be eliminated from the ongoing operations of the entity in a disposal transaction. The provisions of SFAS No. 144 are effective for the Company
beginning January 1, 2002. The adoption of SFAS No. 144 is not expected to have a material impact on the Company’s financial statements.

EURO CONVERSION

As part of the European Economic and Monetary Unionv(EMU), a single currency (the “Euro”) will replace the national currencies of most of the
European countries in which the Company conducts business. The conversion rates between the Euro and the participating nations’ currencies
have been fixed irrevocably as of January 1, 1999, with the participating national currencies being removed from circulation between January 1,
and June 30, 2002 and replaced by Euro notes and coinage. During the “transition period” from January 1, 1999 through December 31, 2001,
public and private entities as well as individuals could pay for goods and services using either checks, drafts, or wire transfers denominated in
Euro or the participating country’s national currency.

Under the regulations governing the transition to a single currency, there is a “no compulsion, no prohibition” rule which states that no one is
obliged to utilize the Euro unti] the notes and coinage have been introduced on January 1, 2002. In keeping with this rule, the Company has been
Euro “compliant” (able to receive Euro denominated payments and able to invoice in Euro as requested by vendors and suppliers, respectively) as
of January 1, 1999 in the affected countries. Full conversion of all affected country operations to Euro has been completed as of January 1, 2002.

MARKET RISK SENSITIVITY

The Company is exposed to various market risks, including changes in foreign currency exchange rates and interest rates, Market risk is the poten-
tial loss arising from adverse changes in market rates and prices, such as foreign currency exchange and interest rates. The Company has a formal
policy that prohibits the use of currency derivatives or other financial instruments for trading or speculative purposes. The policy permits the use
of financial instruments to manage and reduce the impact of changes in foreign currency exchange rates that may arise in the normal course of
the Company’s business. Currently, the Company does not use interest rate derivatives. The counterparties in derivative transactions are major
financial institutions with ratings of A or better, as determined by one of the major credit rating services.

The Company enters into forward foreign exchange contracts and foreign currency loans principally to hedge the currency fluctuations in
transactions denominated in foreign currencies, thereby limiting the Company’s risk that would otherwise result from changes in exchange rates.
During 2001, the principal transactions hedged were short-term intercompany sales. The periods of the forward foreign exchange contracts and
foreign currency loans correspond to the periods of the hedged transactions. Gains and losses on forward foreign exchange contracts and foreign
currency loans and the offsetting losses and gains on hedged transactions are reflected in the Company’s Statement of Operations.

A large percentage of the Company’s sales are transacted in local currencies. As a result, the Company’s international operating results are sub-
ject to foreign exchange rate fluctuations, A 5.0 percent strengthening or weakening of the U.S. dollar against every applicable foreign currency
could have had a $24,800 impact on the revenues of the Company. The Company does not use foreign exchange contracts to hedge expected rev-
enues. However, the Company sources a portion of its raw materials in local currencies. A 5.0 percent strengthening or weakening of the U.S. dol-
lar against every applicable local content currency would act as a partial offset to the impact on revenues.

The Company, which manufactures a significant portion of its products at its Mexico facility and by third parties, generally invoices its inter-
national subsidiaries in their local currency for finished and semi-finished goods. As a result, the Company’s annual U.S. dollar cash flow is subject
to foreign exchange rate fluctuations. A 5.0 percent strengthening or weakening of the U.S. dollar against every applicable currency could have had
an $11,400 impact on the value of cthe realized cash remittances from its subsidiaries. The Company routinely uses foreign exchange concracts to

hedge cash flows that are either firm commitments or those which may be forecasted to occur.
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While components and supplies are generally available from a variety of sources, the Company presently depends on a single source or a lim-
ited number of suppliers for several components of its equipment, certain subassemblies and certain of its products. This may have an adverse
effect on the Company’s ability to deliver its products or to deliver its products on time or to manufacture its products at anticipated cost levels.
However, due to the general availability of components and supplies, the Company does not believe that the loss of any supplier or subassembly
manufacturer would have a long-term material adverse effect on its business, although set-up costs and delays could occur in the short-term if the
Company changes any single source supplier.

In an effort to hedge foreign currency losses on intercompany receivables, the Company has the equivalent of $20,400 of botrowings outstand-
ing in various foreign currencies at December 31, 2001. Substantially all of the remaining Company debt is U.S. dollar denominated. At year-end,
about 40 percent of all indebtedness to third parties was floating rate-based. Although the Company has exposure to rising and falling interest
rates, a 1.0 percent rise in rates on current year floating rate-based borrowings would have had a $800 adverse impact on pre-tax earnings. During
2001, the Company did not use interest rate derivatives to protect its exposure to interest rate market movements.

The Company currently holds an investment in Cisco common stock, which is accounted for in accordance with Statement of Financial
Accounting Standards No. 115, “Accounting for Certain Investments in Debt and Equity Securities.” These equity securities are classified as either
trading or available-for-sale based on how they are urilized in the SAILS arrangement. They are carried at fair market value based on their quored
market price. As such, the Company has exposure to market risk related to the fluctuation of Cisco’s stock price. However, the change in fair value
of the Cisco stock price is mitigated by the change in fair value of the embedded equity collar contained in the SAILS arrangement.

Item 8. Financial Statements and Supplementary Data

The following documents are filed on the pages listed below, as part of Part II, Item 8 of this report.

Document Page

1. Financial Statements and Accountants’ Report:

Independent Auditors’ Report 49
Consolidated Financial Statements:

Balance Sheets as of December 31, 2001 and 2000 SO
Statements of Operations for the Years Ended December 31, 2001, 2000 and 1999 51
Statements of Stockholders’ Equity for the Years Ended December 31, 2001, 2000 and 1999 52
Statements of Cash Flows for the Years Ended December 31, 2001, 2000 and 1999 53
Notes to Consolidated Financial Statements 54

2. Financial Statement Schedules:
Schedule II 77

Item 9. Disagreements on Accounting and Financial Disclosure

Not applicable
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Part Il

Item 10. Directors and Executive Officers of the Registrant
(a) Identification of Directors:
The section entitled “Nominees for Election” contained in the Proxy Statement is hereby incorporated by reference.

(b) Identification of Executive Officers:
See Part I of this Form 10-K.

ftem 11. Executive Compensation

The section entitled “Management Remuneration and Transactions” contained in the Proxy Statement is hereby incorporated by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management

The sections entitled “Principal Shareholders” and “Security Ownership of Management” contained in the Proxy Statement are hereby

incorporated by reference.

Item 13.Certain Relationships and Related Transactions

The section entitled “Management Remuneration and Transactions” contained in the Proxy Statement is hereby incorporated by reference.

Part IV
Item 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K

{a) 1. FINANCIAL STATEMENTS:
Independent Auditors’ Report
Consolidated Balance Sheets as of December 31, 2001 and 2000
Consolidated Statements of Operations for the Years Ended December 31, 2001, 2000 and 1999
Consolidated Statements of Stockholders’ Equity for the Years Ended December 31, 2001, 2000 and 1999
Consolidated Statements of Cash Flows for the Years Ended December 31, 2001, 2000 and 1999

Notes to Consolidated Financial Statements

2, FINANCIAL STATEMENT SCHEDULES
Included in Part IV of this report:
Schedules:

II. Valuation and Qualifying Accounts

Other schedules are omitted because of the absence of conditions under which they are required or because the required information is given

in the consolidated financial statements or notes thereto.

Individual financial statements of the subsidiaries of the Company are omitted as the Company is primarily an operating company and the

subsidiaries included in the consolidated financial statements filed are substantially wholly owned and are not indebted to any person other than

the parent in amounts which exceed § percent of total consolidated assets at the date of the latest balance sheet filed, excepting indebtedness
incurred in the ordinary course of business which is not overdue and which matures within one year from the date of its creation, whether

evidenced by securities or not, and indebtedness which is collareralized by the parent by guarantee, pledge, assignment or otherwise.
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3. EXHIBITS

Exhibit

3.1  Certificate of Incorporation of Symbol Technologies, Inc. as amended. (Incorporated by reference to Exhibit 3.1 to the Company’s Annual Report on Form
10-K for the year ended December 31, 1999 (the “1999 Form 10-K.”))

3.3 Amended and Restated By-Laws of the Company. (Incorporated by reference to Exhibit 3.2 to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2001.)

41  Form of Certificate for Shares of the Common Stock of the Company. (Incorporated by reference to Exhibit 4.1 to the Company’s Annual Report on Form
10-K for the year ended December 31, 1998.)

4.2 Rights Agreement, dated as of August 13, 2001, berween the Company and The Bank of New York, as Rights Agent, which includes the form of Certificate of
Designations with respect to the Series A Junior Participating Preferred Stock as Exhibit A, the form of Right Certificate as Exhibit B and the Summary of Rights
to Purchase Shares of Preferred Stock as Exhibit C. (Incorporated by reference to Exhibit 4 to the Company’s Current Report on Form 8-K dated August 21, 2001.)

10.1  Form of 2008 Stock Purchase Warrant issued to certain directors. (Incorporated by reference to Exhibit 10.1 to the Company’s Annual Report on Form 10K for
the year ended December 31, 1997))

10.2 1994 Directors’ Stock Option Plan. (Incorporated by reference to Exhibit 4.1 to Registration Statement No. 33-78678 on Form S-8.)

10.3 2000 Direcrors’ Stock Option Plan. (Incorporated by reference to Exhibit 4 to Registration Statement No. 333-78599 on Form S-8.)

10.4 1997 Employee Stock Purchase Plan. (Incorporated by reference to Exhibit 4.2 to Registration Statement No. 333-26593 on Form S-8.)

10.5 1997 Employee Stock Option Plan. (Incorporarted by reference to Exhibit 4.2 to Registration Statement No. 333-73322 on Form S-8.)

106 1991 Employee Stock Option Plan (Incorporated by reference to Exhibit 10.1 to the Company’s Annual Report on Form 10-K for the year ended December 31, 1991

10.7 1990 Non-Executive Stock Option Plan, as amended. (Incorporated by reference to Exhibit 10.1 of the Company’s Annual Report on Form 10-K for the year
ended December 31, 1995 (the “1995 Form 10-K”.))

10.8 2001 Non-Executive Stock Oprion Plan. (Incorporated by reference to Exhibit 10.8 of the Company’s Annual Report on Form 10-K for the year ended
December 31, 2000 (the “2000 Form 10-K”)).

10.9  Employment Agreement by and between the Company and Jerome Swartz, dated as of July 1, 2000. (Incorporated by reference to Exhibit 10.9 to the 2000
Form 10-K.)

10.10 Employment Agreement by and between the Company and Leonard H. Goldner, dated as of December 15, 2000. (Incorporated by reference to Exhibit 10.10 to
the 2000 Form 10-K.)

10.11  Employment Agreement by and between the Company and Raymond Martino, dated as of February 15, 2000. (Incorporated by reference to Exhibit 10.10 to
the 1999 Form 10-K.)

10.12  Employment Agreement by and between the Company and Tomo Razmilovic, dated as of February 14, 2002.

10.13  Separation, Release and Non-Disclosure Agreement between the Company and Tomo Razmilovic, dated as of February 14, 2002.

10.14  Execurive Retirement Plan, as amended. (Incorporated by reference to Exhibit 10.14 to Company’s Annual Report on a Form 10-K for the year ended
December 31, 1989.)

10.15  Symbol Technologies, Inc. Stock Ownership and Option Retention Program. (Incorporated by reference to Exhibit 10.13 of the 1995 Form 10-K.)

10.16 Summary of Symbol Technologies, Inc. Executive Bonus Plan. (Incorporated by reference to Exhibit 10.13 of the 1999 Form 10-K.)

10.17 Form of Note Agreements dated as of February 15, 1993 relating to the Company’s 7.76 percent Series A and Series B Senior Notes due February 15, 2003
(Incorporated by reference to Exhibit 10.14 to the Company’s Annual Report on Form 10-K for the year ended December 31, 1992.)

10.18 2000 Amended and Restated Credit Agreement dated as of August 3, 2000 among Symbol Technologies, Inc., the lending institutions identified in the Credic
Agreement and Bank of America, N.A, as agent and as letter of credit issuing bank. (Incorporated by reference to Exhibic 10.17 to the 2000 Form 10-K.)

10.19  First Amendment dated March 28, 2001 to 2000 Amended and Restated Credit Agreement among Symbol Technologies, Inc., the lending institutions identi-
fied in the Credit Agreement and Bank of America, N.A,, as agent and as letter of credit issuing bank. (Incorporated by reference to Exhibic 10.18 to the 2000
Form 10-K.)

10.20  Second Amendment dated as of July 25, 2001 to 2000 Amended and Restared Credit Agreement among Symbol Technologies, Inc., the lending institutions
identified in the Credit Agreemenc and Bank of America, N.A. as agent.

10.21 Amended and Restated Second Amendment dated as of September 11, 2001 to 2000 Amended and Restated Credit Agreement among Symbol Technologies,
Inc.,, the lending institutions identified in the Credit Agreement and the Bank of America, NA. as agent.

10.22  Indenture by and berween Telxon Corporation and AmeriTrust Company National Association, as Trustee, dated as of June 1, 1987, regarding Telxon
Corporation’s 7.5 percent Convertible Subordinated Debentures Due 2012. {Incorporated by reference to Exhibit 4.2 to Telxon Corporation’s Registration
Statement on Form $-3, Registration No. 33-14348, filed May 18, 1987.)

10.22.1  Form of Telxon Corporation’s 7.5 percent Convertible Subordinared Debentures Due 2012 {set forth in the Indenture included as Exhibit 10.22 above).

10.23  Indenture by and berween Telxon Corporation and Bank One Trust Company, N.A,, as Trustee, dated as of December 1, 1995, regarding Telxon Corporation’s
5.75 percent Convertible Subordinated Notes due 2003. (Incorporated by reference to Exhibit 4.1 to Telxon Corporation’s Registration Statement on Form S-3,
Registration No. 333-1189, filed February 23, 1996) (the “1996 Form S-37)).

10.23.1 Form of Telxon Corporation’s 5.75 percent Convertible Subordinared Notes due 2003 issued under the Indenture included as Exhibic 10.20 above.
(Incorporated herein by reference to Exhibit 4.2 to the 1996 Form $-3.)
10.23.2 Registration Rights Agreement by and among Registrant and Hambrecht & Quist LLC and Prudential Securities Incorporated, as the Initial
Purchasers of Registrant’s 5.75 percent Convertible Subordinated Notes due 2003, with respect to the registrarion of said Notes under applicable
securities laws. (Incorporated by reference to Exhibit 4.3 to the 1996 Form S-3.)
22. Subsidiaries
23. Consenc of Deloitte & Touche LLP
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(b) REPORTS ON FORM 8-K
Not Applicable

SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

SYMBOL TECHNOLOGIES, INC.
(Registrant)

By: S/Jerome Swartz

Jerome Swartz
Chief Executive Officer, Chairman of the Board of Directors

Dated: March 21, 2002

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of

the registrant and in the capacities and on the dates indicated.

Signature Title Date

S/Jerome Swartz Chief Executive Officer, Chairman of the Board of Directors March 22,2002

Jerome Swartz

Director
Tomo Razmilovic
S/Raymond R. Martino Director March 25,2002
Raymond R. Martino
S/Harvey P. Mallement Director March 22,2002
Harvey P. Mallement
$/George Bugliarello Director March 22,2002
George Bugliarello

Director
Charles B. Wang
S/Leo A. Guthart Director March 22, 2002
Leo A. Guthare
S/]James Simons Director March 22,2002
James Simons
S/Kenneth V. Jaeggi Senior Vice President Finance (Chief Financial Officer) March 22, 2002
Kenneth V. Jaeggi
S/Robert W. Korkue Vice President (Chief Accounting Officer) March 22, 2002

Robert W. Kotkuc
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Consolidated Financial Statements

Comprising Item 8 and Schedule II listed in the index at Item 14(a)2 of Annual Report on Form 10-K
to Securities and Exchange Commission for the years ended December 31, 2001, 2000 and 1999

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholders of
Symbol Technologies, Inc.

Holtsville, New York

We have audited the accompanying consolidated balance sheets of Symbol Technologies, Inc. and subsidiaries as of December 31, 2001 and
2000, and the relared consolidated statements of operations, stockholders’ equity and cash flows for each of the three years in the period ended
December 31, 2001. Our audits also included the financial statement schedule listed in the index at Irem 14(a)2. These financial statements and
financial statement schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on the financial
staternents and financial statement schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audirt includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audir also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial scatement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Symbol Technologies,
Inc. and subsidiaries as of December 31, 2001 and 2000 and the results of their operations and their cash flows for each of the three years in the
period ended December 31, 2001 in conformity with accounting principles generally accepted in the United States of America. Also, in our opin-
ion, such financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, presents faitly

in all material respects the information set forth therein.

S/ DELOITTE & TOUCHE LLP

New York, New York
February 13, 2002
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Consolidated Balance Sheets

December 31,

{All amounts in thousands, except stock par value) 2001 2000
ASSETS
Current Assets:
Cash, including temporary investments of $1,765 and $47,203, respectively $ 80,967 $ 63411
Accounts receivable, less allowance for doubtful accounes of $31,348 and $31,275, respectively 307,576 453,906
Inventories 310,924 285,413
Deferred income taxes 182,964 197,019
Prepaid and refundable income taxes 22,498 -
Other current assets 95,279 78,503
TOTAL CURRENT ASSETS 1,000,208 1,078,252
PROPERTY, PLANT AND EQUIPMENT, net 241,226 234,467
DEFERRED INCOME TAXES 24,153 -
INVESTMENT IN MARKETABLE SECURITIES 76,004 263,305
INTANGIBLE ASSETS, net 413,308 386,492
SOFTWARE DEVELOPMENT COSTS, net 36,392 33,575
OTHER ASSETS 101,383 97,108
$1,892,674 $2,093,199
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Accounts payable and accrued expenses $ 279,615 $ 325,670
Current portion of long-term debt 6,548 23,025
Deferred revenue 34,641 30,227
Accrued restructuring expenses 18,929 72,487
Income taxes payable - 6,629
TOTAL CURRENT LIABILITIES 339,733 458,038
CONVERTIBLE SUBORDINATED NOTES AND DEBENTURES 85,052 106,913
LONG-TERM DEBT, less current maturities 225,168 201,144
DEFERRED REVENUE 7,084 11,182
DEFERRED INCOME TAXES — 88,025
OTHER LIABILITIES 54,848 26,201
COMMITMENTS AND CONTINGENCIES
Stockholders’ Equity:
Preferred stock, par value $1.00; authorized 10,000 shares, none issued or outstanding - -
Series A Junior Participating preferred stock, par value $1.00, authorized 500 shares,
none issued or outstanding — -
Common stock, par value $0.01; authorized 600,000 shares; issued 253,313 shares and
164,863 shares, respectively 2,533 1,649
Additional paid-in capital 1,076,170 995,953
Accumulated other comprehensive loss (30,348) (16,944)
Deferred compensation — (1,461)
Rertained earnings 350,393 408,098
1,398,748 1,387,295
Less: Treasury stock at cost, 24,532 shares and 15,439 shares, respectively (217,959) (185,599)
1,180,789 1,201,696
$1,892,674 $2,093,199

See notes to consolidated financial statements
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Consolidated Statements of Operations

Year ended December 31,

(All amounts in thousands, except per share data) 2001 2000 1999
REVENUE:
Product, net $1,146,870 $1,232,320 $ 969,556
Services, net 305,827 217,170 169,734
1,452,697 1,449,490 1,139,290
COST OF REVENUE:
Product costs 820,900 805,124 506,694
Amortization of software development costs 17,084 24,067 18,472
Product cost of revenue 837,984 829,191 525,166
Services cost of revenue 220,596 159,946 129,390
1,058,580 989,137 654,556
GROSS PROFIT 394,117 460,353 484,734
OPERATING EXPENSES:
Engineering 117,377 97,274 81,944
Selling, general and administrative 322,735 267,322 220,753
Restructuring and impairment charges - 29,795 -
In-process tesearch and development - 87,600 -
Merger integration charges - 39,225 -
Amortization of excess of cost over fair value of net assets acquired 16,419 6,475 5,092
456,531 527,691 307,789
(LOSS)/EARNINGS FROM OPERATIONS (62,414) (67,338) 176,945
OTHER (EXPENSE)/INCOME:
Interest income 2,692 4213 2,315
Interest expense (20,667) (16,433) (8,136)
(17,975) (12,220) (5,821)
(LOSS)/EARNINGS BEFORE INCOME TAXES AND EXTRAORDINARY ITEM (80,389) (79,558) 171,124
(BENEFIT FROM)/PROVISION FOR INCOME TAXES (25,669) {10,592) 54,760
(LOSS)/EARNINGS BEFORE EXTRAORDINARY ITEM (54,720) {68,966) 116,364
EXTRAORDINARY GAIN ON REPURCHASE OF
CONVERTIBLE NOTES, NET OF $383 IN INCOME TAXES 813 — -
NET (LOSS)/EARNINGS $ (53,907) S (68,966) $ 116,364
BASIC (LOSS)/EARNINGS PER SHARE:
(Loss)/earnings before extraordinary item $ (0.24) $ (0.33) $ 0.59
Extraordinary gain on repurchase of convertible notes - — -
Net (loss)/earnings $ (0.24) $ (0.33) $ 0.59
DILUTED (LOSS)/EARNINGS PER SHARE:
(Loss)/earnings before extraordinary item $ (0.24) $ (0.33) $ 0.55
Extraordinary gain on repurchase of convertible notes - — -
Net (loss)/earnings $ (0.24) $ (0.33) $ 0.55
WEIGHTED AVERAGE NUMBER OF COMMON SHARES QUTSTANDING:
Basic 227,392 206,444 198,732
Diluted 227,392 206,444 212,358

See notes to consolidated financial statements
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Common Stock

SYMBOL TECHNOLOGIES

$0.01 Par Value

Accumulared

Additional Other Total
(All amounes in thousands, Shares Paid-in Deferred Retained Treasury ~ Comprehensive Comprehensive Stockholders’
except stock par value) Issued Amount Capital  Compensation  Earnings Stock Income (Loss) Income (Loss)  Equity
BALANCE, JANUARY 1, 1999 66,439 $ 664 § 315884 §$ - $365,950 $(145,773) $ (5,797) $ 530,928
Comprehensive income:
Net earnings — — - - 116,364 - 116,364 —_ 116,364
Translation adjustments - — - -~ - - (3,704) (3,704) (3,704)
Unrealized gains ~- - — - — - 7,149 7,149 7,149
Total comprehensive income 119,809
Exercise of stock options 2,089 21 46,880 - - - — 46,901
Exercise of warrants 51 1 417 - - 84 - 502
Purchase of treasury shares — - - — — (55,172) — (55,172)
Stock split 33,209 332 (332) - - - - -
Dividends paid - — - — (2,508) - - (2,508)
BALANCE, DECEMBER 31,1999 101,788 1,018 362,849 _ 479,806  (200,361) (2,352) 640,460
Cornprehensive loss:
Net loss — — - — (68,966) — (68,966) — (68,966)
Translation adjustments — — — — - — (4,584) (4,584) (4,584)
Unrealized losses - - - - - - (10,008)  (10,008) (10,008)
Total comprehensive loss - - - - - - (83,558) - —
Exercise of stock options 3,348 33 83,865 — — - — 83,898
Exercise of warrants 38 1 381 — — - — 382
Issuance of common stock
and vested stock options
related to acquisition 8,775 88 404,687 — — — — 404,775
Deferred compensation
expense on remeasured
unvested stock options — — 1,869 (1,869) — — — —
Compensation expense on
remeasured unvested
stock options — - - 408 - - - 408
Purchase of treasury shares — — - - - (42,514) - (42,514)
Re-issuance of treasury shares - — 142,811 - - 57,776 - 200,587
Stock split 50,914 509 (509) - — — — —
Dividends paid - - - - (2,742) - — (2,742)
BALANCE, DECEMBER 31,2000 164,863 1,649 995953  (1,461) 408,098  (185,599) (16,944) 1,201,696
Comprehensive loss:
Net Loss - - - - (53,907) - (53,907) - (53,907)
Translation adjustments - - ~ — — (5,289) (5,289) (5,289)
Unrealized losses — — — — — (8,115) (8,115) (8,115)
Total comprehensive loss - - - - — - (67,311) - -
Exercise of stock options 6,022 60 81,041 - - - — 81,101
Compensation expense on
remeasured unvested
stock options — — - 1,461 - - — 1,461
Purchase of treasury shares — - — - - (32,360) — (32,360)
Stock split 82,428 824 (824) - ~ - - -
Dividends paid — - - — (3,798) - - (3,798)
BALANCE, DECEMBER 31, 2001 253,313 $2533 $1,076,170 $ - $350,393 $(217,959) $(30,348) $1,180,789

See notes to consolidated financial statements
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Consolidated Statements of Cash Flows

Year ended December 31,

(All amounts in thousands) 2001 2000 1999
Cash flows from operating activities:
Net (loss) earnings $ (53,907) $ (68,966) $ 116,364
Adjustments to reconcile net (loss) earnings
to net cash provided by/(used in) operating activities:
Depreciation and amortization of property, plant and equipment 53,517 48,849 38,863
Other amortization 41,612 33,234 27,321
Provision for losses on accounts receivable 3,687 2,975 3,288
Writedown due to probable losses from customers 16,000 — —
Provision for inventory writedown 110,000 - -
Deferred income taxes (7,320) (63,487) (3,627)
Tax benefit on exercise of stock options and warrants 43,993 53,960 126,786
Gain on repurchase of convertible notes, net of tax (813) - -
In-process research and development — 87,600 -
Non-cash restructuring and impairment charges 51,662 133,268 -
Changes in assets and liabilities net of effect of acquisitions and divestitures:
Accounts receivable 124276 (151,031) (50,541)
Inventories (150,943) (81,847) (19,481)
Other current assets (9,973) (34,306) (13,925)
Accounts payable and accrued expenses (46,564) 21,179 36,244
Income taxes payable (29,127) (20,428) 5,650
Other liabilities and deferred revenue (119,470) (11,534) 14,854
Net cash provided by/(used in) operating activities 26,628 (50,534) 181,796
Cash flows from investing activities:
Proceeds from termination of collar arrangement 88,046 - -
Investment in AirClic Inc. - {(50,000) -
Purchases for property, plant and equipment (98,494) (79,736) (70,041)
Investments in intangible and other assets (64,399) (52,596) (92,304)
Cash acquired in acquisition - 12,964 -
Purchase of available-for-sale securities - - (1,000)
Net cash used in investing activities (74,847) (169,368) (163,345)
Cash flows from financing activities:
Net proceeds from issuance and repayments of notes payable and long-term debt 87,528 69,242 34,479
Repurchase of convertible notes (20,665) - -
Exercise of stock options and warrants 37,108 30,320 20,533
Reissuance of treasury shares - 200,587 -
Dividends paid (3,798) (2,742) (2,508)
Purchase of treasury shares (32,360) (42,514) (55,088)
Net cash provided by/(used in) financing activities 67,813 254,893 (2,584)
Effects of exchange rate changes on cash (2,038) (1,708) (2,023)
Net increase in cash and temporary investments 17,556 33,283 13,844
Cash and temporary investments, beginning of year 63,411 30,128 16,284
Cash and temporary investments, end of year $ 80,967 $ 63,411 $ 30,128
Supplemental disclosures of cash flow information:
Cash paid during the year for:
Interest $ 18,748 11,909 $ 4,905
Income taxes $ 9,535 $ 24314 $ 14714

See notes to consolidated financial statements
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Notes To Consolidated Financial Statements

For The Years Ended Décember 31, 2001, 2000 and 1999 (Dollars in thousands, except per share amounts)

1. Summary of Significant Accounting Policies

A. DESCRIPTION OF BUSINESS AND PRINCIPLES OF CONSOLIDATION

Symbol Technologies, Inc. (the “Company” or “Symbol”) is a leading global provider of wireless networking and information systems that allow
users of its products to access, capture and transmit information at the point of activity over local area networks (LAN), wide area networks
(WAN) and the Internet. The consolidated financial statements include the accounts of Symbol Technologies, Inc. and its subsidiaries all of

which are wholly-owned. Significant intercompany transactions and balances have been eliminated in consolidation.

B. TEMPORARY INVESTMENTS
Temporary investments include highly liquid investments with original maturities of three months or less and consist primatily of money market
funds and time deposits at December 31, 2001 and 2000. Temporary investments are stated at cost, which approximates market value. These

investments are not subject to significant marker risk.

C. INVENTORIES

Inventories are stated at the lower of cost (determined on a first-in, first-out basis) or market.

D. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment is recorded at cost. Depreciation and amortization is provided on a straight-line basis over the following estimated

useful lives:

Buildings and improvements 15 to 40 years
Machinery and equipment 3 to 7 years
Furniture, fixtures and office equipment S to 10 years
Computer hardware and software 3 to 7years
Leasehold improvements (limited to terms of the leases) 2 to 10 years

E. INTANGIBLE ASSETS

The excess of cost over fair value of net assets acquired is being amortized on a straight-line basis over periods ranging from 7 to 40 years.
Patents and trademarks, including costs incurred in connection with the protection of patents, are amortized over their estimated useful lives,
not exceeding 20 years, using the straight-line method.

In June 2001, cthe FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets”. SFAS No. 142 addresses financial accounting and
reporting for acquired goodwill and other intangible assets. Under SFAS No. 142, goodwill and some intangible assets will no longer be amortized,
but rather reviewed for impairment on a periodic basis. The provisions of this Statement are required to be applied starting with fiscal years begin-
ning after December 15, 2001. This Statement is required to be applied at the beginning of the Company’s fiscal year and to be applied to all good-
will and other intangible assets recognized in its financial statements at that date. Impairment losses for goodwill and certain intangible assets
that arise due to the initial application of this Statement are to be reported as resulting from a change in accounting principle. Goodwill and
intangible assets acquired after June 30, 2001, will be subject immediately to the provisions of this Statement. The Company has not completed an
analysis of the potential impact upon adoption of the impairment test of goodwill, however amortization of existing goodwill, which was $16,419,
$6,475 and $5,092 for the years ended December 31, 2001, 2000 and 1999, respectively, will cease upon adoption.

F. SOFTWARE DEVELOPMENT COSTS
The Company capirtalizes costs incurred for internally developed product software where economic and technological feasibility has been estab-
lished and for qualifying purchased product software. Capitalized software costs are amortized on a straight-line basis over the estimarted useful

product lives (normally three years). Software development costs which have been fully amortized for two years or more are written off.

G. MARKETABLE SECURITIES

All marketable securities are classified as either “available-for-sale” or “trading” under Statement of Financial Accounting Standards No. 115,
“Investments in Certain Marketable Equity Securities,” (“SFAS No. 115”). Unrealized gains and losses, net of tax, related to available-for-sale secu-
rities are shown as other comprehensive income or loss within stockholders’” equity. Unrealized gains and losses on trading securities are included

in earnings.
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H. LONG-LIVED ASSETS

The Company reviews its long-lived assets, including property, plant and equipment, identifiable intangibles and software development costs
for impairment whenever events or changes in circumstances indicate that the carrying amounts of the assets may not be fully recoverable.
To determine recoverability of its long-lived assets, the Company evaluates the probability that future undiscounted net cash flows, without
interest charges, will be less than the carrying amount of the assets.

Impairment is measured ac fair value. As a result of the Company’s decision to reorganize its manufacturing facilities, it recorded asset impair-
ment charges in 2001, which is reflected in cost of revenue, related to the shift in manufacturing operations from New York to Mexico and other
locations. Additionally, as a result of the Telxon acquisition, the Company accrued for asset impairment charges as an incremental cost to exit and
consolidate activities for the year ended December 31, 2000. Impairment measured at fair value had no effect on the Company’s consolidated
financial statements for the year ended December 31, 1999,

I. SECURITIZATION TRANSACTIONS

The Company periodically securitizes certain of its lease receivables. The Company’s lease receivables have unguaranteed residuals. The retained
interest in these securitized leases is classified as a component of other assets. Retained interests in securitized assets are initially recorded at their
allocated carrying amounts based on the relative fair value of assets sold and retained. Retained interests are subsequently carried at fair value.
Since quoted market prices are generally not available, the Company estimates fair value of these retained interests by determining the present
value of future expected cash flows using modeling techniques that incorporate management’s best estimates of key assumptions, which may

include credit losses, prepayment speed and discount rates commensurate with the risks involved.

J. RESEARCH AND DEVELOPMENT EXPENSES
The Company expenses all research and development costs as incurred. The Company incurred research and development expenses of approximately
$61,536, $51,125, and $38,426, for the years ended December 31, 2001, 2000, and 1999, respectively, which are classified in engineering expenses.

K. REVENUE RECOGNITION

Revenue related to sales of the Company’s products and systems is generally recognized when products are shipped or services are rendered, the title
and risk of loss has passed to the customer, the sales price is fixed or determinable, and collectibility is reasonably assured. The Company accrues
related product return reserves and warranty expenses at the time of sale. Service and maintenance sales are recognized over the contract term.

In accordance with Statement of Position (“SOP”) 97-2, “Software Revenue Recognition”, as amended, and Staff Accounting Bulletin (“SAB”)
No. 101 “Revenue Recognition in Financial Statements”, if products, services or maintenance are bundled in a single contract, revenue will be
recognized once all elements of the contract are completed unless the following criteria are met: (1) the product has been delivered; (2) the undeliv-
ered services or maintenance are not essential to the delivered products; (3) the fee for the product is not subject to forfeiture, refund or conces-
sion based on performance of the services or mainrenance; (4) the fair value of services and maintenance are determined based on the price
charged by the Company, or the price charged by competitors when similar services or maintenance are sold separately; and (5) the revenue
related to any element of the contract is not subject to customer acceptance; in which case the revenues for each element will be recognized
independently, in accordance with the Company’s policy.

L. INCOME TAXES
Deferred income tax assets and liabilities were recognized for the expected future tax consequences of events that have been included in the
Company’s financial statements or tax returns. Under this method, deferred tax assets and liabilities are determined based on the differences
between the financial accounting and tax bases of assets and liabilities using enacted tax rates in effect for the year in which the differences are
expected to reverse.

Investment, research and development and other tax credits are accounted for by the flow-through method. The cumulative amount of
undistributed earnings of foreign subsidiaries at December 31, 2001, approximates $32,308. The Company does not provide deferred taxes on
undistributed earnings of foreign subsidiaries since the Company anticipates no significant incremental U.S. income taxes on the repatriation

of these earnings as tax rates in foreign jurisdictions generally approximate or exceed the U.S. Federa] rate.

M. LOSS/EARNINGS PER SHARE

Basic earnings per share are based on the weighted average number of shares of common stock outstanding during the period. For the years ended
December 31, 2001 and 2000, stock options and warrants outstanding and the effect of convertible subordinated notes and debentures have not
been included in the net loss per share calculation since their effect would be antidilutive. This amounrted to 10,410,000 and 15,238,000 shares

for the years ended December 31, 2001 and 2000, respectively. For the year ended December 31, 1999, diluted earnings per share are based on the
weighted average number of shares of common stock and common stock equivalents {(options and warrants) outstanding during the period, com-
puted in accordance with the treasury stock method. During each of the years ended December 31, 2001, 2000, and 1999, the Board of Directors
approved a three-for-two splir of the Company’s common stock to be effected as a 50 percent stock dividend. In these financial statements, all
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loss/earnings per share amounts and the weighted average number of common shares outstanding have been retroactively restated to reflect each
of the respective stock splits. In addition, the number of common shares issued has been adjusted to reflect the stock splic and an amount equal to

the par value of the additional shares issued has been transferred from additional paid-in capital to common stock.

N. DERIVATIVE INSTRUMENTS, HEDGING ACTIVITIES AND FOREIGN CURRENCY

Assets and liabilities of foreign subsidiaries where the local currency is the functional currency are translated ar year-end exchange rates. Exchange
rate changes arising from translation are included in the accumulated other comprehensive income (loss) component of stockholders’ equity.
Results of operations are translated using the average exchange rates prevailing throughour the year. Gains and losses from foreign currency trans-
actions are included in the Statement of Operations for the year and are not material.

On January 1, 2001 the Company adopted the provisions of SFAS No. 133, “Accounting for Derivative Instcruments and Hedging Activities”, as
amended. SFAS No. 133 requires the recognition of all derivarive instruments as either assets or liabilities in the consolidated balance sheet measured
at fair value. Changes in fair value are recognized immediately in earnings unless the derivative qualifies as a hedge of future cash flows. For deriva-
tives qualifying as cash flow hedges, the effective portion of changes in fair value of the derivative instrument is recorded as a component of other
comprehensive income and reclassified to earnings in the same period during which the hedged transaction affects earnings. Any ineffective portion
(representing the remaining gain or loss on the derivative instrument in excess of the cumulative change in the present value of future cash flows of
the hedged transaction) is recognized in earnings as it occurs. There was no cumulative effect recognized for adopting this accounting change due
to immateriality.

The Company formally designates and documents each derivative financial instrument as a hedge of a specific underlying exposure as well as
the risk management objectives and strategies for entering into the hedge transaction upon inception. The Company also assesses whether the
derivative financial instrument is effective in offsetting changes in the fair value or cash flows of the hedged item. The Company recognized no
gain or loss related to hedge ineffectiveness in 2001.

The embedded equity collar conrained in the privare Mandatorily Exchangeable Securities Contract for Shared Appreciation Income Linked
Securities (“SAILS”) arrangement (See Note S) is considered a fair value hedge in accordance with the provisions of SFAS No. 133. Accordingly, any
change in fair value of this derivative financial instrument between reporting dates is recognized through earnings. However, changes in fair value
of this derivative are mitigated by changes in fair value of the Cisco shares classified as trading securities which resulted in a net effect on earnings
which is not material for the year ended December 31, 2001.

The Company also utilizes derivative financial instruments to hedge the risk exposures associated with foreign currency fluctuations for pay-
ments from the Company’s international subsidiaries denominated in foreign currencies. These derivative financial instruments are designated as
either fair value or cash flow hedges, depending on the exposure being hedged, and have maturities of less than one year. Gains and losses on these
derivative financial instruments and the offsetring losses and gains on hedged transactions are reflected in the Company’s Sratement of
Operations. The Company does not use these derivative financial instruments for trading purposes.

As of December 31, 2001, the Company had $61,090 in forward exchange contracts ourstanding. The forward exchange contracts generally
have maturities that do not exceed 12 months and require the Company to exchange foreign currencies for U.S. dollars at maturity, at rates agreed
to at inception of the contracts. These contracts are primarily denominated in British pounds, European currency units, Canadian dollars and
Japanese yen and have been marked ro market as of December 31, 2001 with the resulting gains and losses included in the Statement of

Operations. The fair value of these forward exchange contracts was $62,453 at December 31, 2001.

O. SEGMENT INFORMATION
The Company follows the provisions of Statement of Financial Accounting Standards No. 131, “Disclosures about Segments of an Enterprise and
Related Information” (SFAS 131), which establishes standards for reporting information about operating segments. SFAS 131 requires disclosures

about products and services, geographic areas and major customers.

P. USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepred accounting principles in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates. The Company’s most significant use of estimates includes its determination of provisions for doubtful accounts,

inventory reserves, warranty reserves and product return reserves.

Q. RECLASSIFICATIONS
Certain reclassifications have been made to prior consolidated financial statements to conform with current presentations.

FIFTY-SIX




2001 ANNUAL REPORT

R. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In June 2001, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 141, “Business Combinations” SFAS No. 141 applies prospec-
tively to all business combinations initiated after June 30, 2001 and to all business combinations accounted for using the purchase method for
which the date of acquisition is July 1, 2001, or later. This statement requires all business combinations to be accounted for using one method,
the purchase method. The adoption of SFAS No. 141 is not expected to have a significant impact on the Company’s financial statements.

In August 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations” The standard requires entities to record the
fair value of a liability for an asset retirement obligation in the period in which it is incurred. When the liability is initially recorded, the entity cap-
italizes a cost by increasing the carrying amounc of the related long-lived asset. Over time, the liability is accreted to its present value each period,
and the capitalized cost is depreciated over the useful life of the related asset. Upon settlement of the liability, an entity either settles the obliga-
tion for its recorded amount or incurs a gain or loss upon settlement. The standard is effective for fiscal years beginning after June 15, 2002.

The adoption of SFAS 143 is not expected to have a material impact on the Company’s financial statements,

In October 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets” SFAS No. 144 replaces
SFAS No. 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets ro Be Disposed Of” and the accounting and
reporting provisions of Accounting Principles Board Opinion No. 30, “Reporting the Results of Operations—Reporting the Effects of Disposal of
a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions”, for the disposal of a “segment of 2
business” (as previously defined in that Opinion). SFAS No. 144 requires that long-lived assets be measured at the lower of carrying amount or fair
value less cost to sell, whether reporred in continuing operations or in discontinued operations. Therefore, discontinued operations will no longer
be measured at nert realizable value or include amounts for operating losses that have not yet occurred. SFAS No. 144 also broadens the reporting
of discontinued operations to include all components of an entity with operations that can be distinguished from the rest of the entity and that
will be eliminated from the ongoing operations of the entity in a disposal transaction. The provisions of SFAS No. 144 are effective for financial
statements issued for fiscal years beginning after December 15, 2001. The adoption of SFAS 144 is not expected to have a material impact on the

Company’s financial statements.

2. Acquisitions and Divestitures

A. TELXON ACQUISITION

On November 30, 2000, the Company completed the acquisition of Telxon through a merger of Telxon with a wholly owned subsidiary of the
Company. In the merger, each outstanding share of Telxon common stock was converted into the right to receive 0.5 of a share of the Company’s
common stock, resulting in the issuance of 13,163,000 (split-effected) shares, comprising approximately $378,300 of the total purchase price.

In addition, each outstanding option to purchase Telxon common stock was converted into an option to purchase 0.5 of a share of the
Company’s common stock at an exercise price equal to two times the pre-acquisition exercise price of the Telxon options. This resulted in
2,610,000 (split-effected) options granted to replace Telxon options. The fair value of vested stock options at the time of the acquisition was
$26,400. The combined purchase price of shares issued and vested stock options granted aggregated approximately $404,700. The fair value of
unvested stock options at the time of the acquisition amounted to approximately $1,900 and was accounted for as deferred compensation and
excluded from the total purchase price.

The acquisition has been accounted for by the purchase method of accounting and, accordingly, the consolidated statements of operarions
include the results of operations of Telxon beginning December 1, 2000, The assets acquired and liabilities assumed were recorded at estimated
fair values as determined by the Company’s management based on information currently available and on current assumptions as to future opera-
tions. The Company has obtained independent appraisals of the acquired inventories, property, plant and equipment, and identifiable intangible
assets, and their remaining useful lives. After allocating the purchase price to net tangible assets, purchased technology which has reached techno-
logical feasibility was valued at $22,800 using a cash flow model, under which future cash flows were discounted utilizing an assessment of its life
expectancy. This purchased technology has been capitalized and is being amortized over eight years.

In addition, a portion of the purchase price was allocared to in-process research and development (“IPR&D”). IPR&D of $87,600 was charged
to operations at the acquisition date as the IPR&D had not reached technological feasibility and had no alternative future use. Independent valua-
tions were used in determining the fair value of the identifiable intangible assets and in allocating the purchase price among the acquired assets,
including the portion of the purchase price attributed to IPR&D.

As a result of the acquisition of Telxon, the Company incurred incremental costs to exit and consolidate activities at Telxon locations, to invol-
untarily terminate Telxon employees, and other costs to integrate operating locations and other activities of Telxon with the Company. Generally
accepted accounting principles require the portion of these expenses which are not associared with the generation of future revenues and have no
furure economic benefit to be reflected as assumed liabilities in the allocation of the purchase price to the net assets acquired. These restructuring
costs, primarily severance and abandonment of leased faciliries, were recorded in the purchase price allocation and amounted to $58,041.
Severance relates to the termination of approximately 1,026 employees primarily in manufacturing, management, sales and administrative sup-

port. As of December 31, 2001, all these employees had been terminated. (See Note 11).
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The preliminary allocation resulted in an excess of cost over fair value of net assets acquired that amounted to $217,690. During the allocation
period to identify and quantify the assets acquired and the liabilities assumed in conformity with SFAS No. 38 “Accounting for Preacquisition
Contingencies of Purchased Enterprises”, additional information became available regarding the fair value of net assets acquired from Telxon.
Based on this additional information, the Company adjusted its preliminary allocation of purchase price by $37,130. This adjustment resulted in
a decrease in the fair value allocated to the net assets acquired and an increase in the excess of cost over fair value of nert assets acquired. The final
adjustments result from the completion of the evaluation of certain assets and various liabilities. The adjusted excess of cost over fair value of net
assets acquired has been amortized using the straight-line method over an estimated twenty-year life (See also Note 1E.)

Unaudited pro forma results of operations for the years ended December 31, 2000 and 1999, as if the Company acquired Telxon at the
beginning of each year and excluding the effect of non-recurring pre-tax charges of $273,521 are presented below. The pro forma results include
estimates and assumptions which management believes are reasonable. However, pro forma results do not include the realization of cost savings
from operating efficiencies, synergies or other effects resulting from the merger, and are not necessarily indicative of the actual consolidated
results of operations had the merger occurred on the date assumed, nor are they necessarily indicative of future consolidated results of operations.

Unaudited Pro forma
Year ended December 31,

2000¢ 1999%
Net revenue $1,736,754 $1,484,610
Net earnings $ 245,743 $ 40,784
Diluted earnings per share $ 1.05 $ 0.18

(1) The fiscal 2000 anaudited pro forma results include certain Telxon-related matters as follows: a gain on exchange of Aironet shares of $396,161 or $1.15 diluted earnings per share, offset by pre-tax charges
for inventory obsolescence writeoffs, bad debt charges, Akron to Cincinnati headquarter transition costs, loss on a major domestic retailer sales contract, and the repurchase of subsidiary minority interest
aggregating $51,900 or $0.15 diluted earnings per share.

(2) The fiscal 1999 unandited pro forma results include Telxon-related pre-tax charges for inventory obsolescence writeoffs and bad debt charges aggregating $39,700 or $0.11 diluted earnings
per share.

B. OTHER ACQUISITIONS

In addition to the aforementioned Telxon acquisition, the Company has established wholly owned subsidiaries through the acquisition of certain
of its International distributors and developers of various of the Company’s products during the past three years. These acquisitions have been
accounted for as purchases and, accordingly, the relared acquisition costs have been allocated to net assets acquired based upon fair values. The
excess of cost over net assets acquired related to these acquisitions is being amortized over periods not exceeding twenty years.

During 1999, the Company acquired distributors for an initial purchase price of $11,392. The excess of cost over net assets acquired related
to these acquisitions was $11,795.

Additional acquisition payments are contingent upon the attainment of certain annual net revenue levels and achievement of other milestones
as defined in the respective agreements during periods not exceeding five years from the date of acquisition. The Company made additional acqui-
sition payments of $1,000 and $2,876, respectively during the years ended December 31, 2001 and 2000, related to these acquisitions which have
been recorded as excess of cost over net assets acquired.

Results of operations of these subsidiaries have been included in consolidated operations as of their respective effective acquisition dates.

Pro forma results of operations, assuming these acquisitions had been completed at the beginning of 1999, would not differ materially from the

reported results.

3.Inventories

December 31,
2001 2000
Raw materials $ 178,431 $175,462
Work-in-process 16,108 25,106
Finished goods 116,385 84,845
$310,924 $285,413

The Company recorded a non-recurring charge for a writedown of its radio frequency infrastructure and mobile computing inventories of
approximately $110,000 in the second quarter of 2001 which is reflected in product cost of revenue.

In December 2000, the Company recorded a provision of approximately $64,000 relating to management’s decision to eliminate redundanc
and discontinued products and product lines principally due to the Telxon acquisition. This provision was recorded in total cost of revenue and

related to the Company’s plan of restructuring. See Note 11 for additional information relating to the restructuring of the Company’s operations,
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4. Property, Plant and Equipment

December 31,

2001 2000

Land $ 12,225 $ 11,424
Buildings and improvements 59,483 57,729
Machinery and equipment 97,293 112,901
Furniture, fixtures and office equipment 41,128 46,934
Compurer hardware and software 148,312 132,087
Leasehold improvements 9,940 16,692
Construction in progress 19,726 8,653
388,107 386,420

Less: Accumulated depreciation and amortization 146,881 151,953
$ 241,226 $ 234,467

During the fourth quarter of 2000 the Company substantially completed construction of a 140,000 square foot manufacturing and distribu-
tion facility in Reynosa, Mexico. In February 2001, che Company began a 150,000 square foot expansion of this facility. The total cost for this
project is estimated to be approximately $8,500 and is scheduled to be completed during 2002.

In February 2001, the Company also began construction of a new 334,000 square foot distribution center in McAllen, Texas. The total cost for
this project is estimated to be approximately $33,000 and is scheduled to be completed in the first half of 2002. The Company continues to make
capital investments in major systems and network conversions but does not have any other material commitments for capital expendirures.

5.1nvestment in Marketable Securities

Through the Company’s acquisition of Telxon (See Note 2A.), it obtained 4,166,086 shares of Cisco Systems, Inc. common stock (the “Cisco
shares”). At December 31, 2000, using the provisions of SFAS No. 115, the Company classified this investment as available-for-sale, based upon
its intent to hold the securities for an extended length of time and to not engage in frequent buying and selling of the securities.

In conjunction with the Telxon acquisition, the Company also obtained two derivative financial inscruments related to the Cisco shares
(referred to collectively herein as the “Collar”). The Collar essentially hedged the Company’s risk of loss on the marketable securities by utilizing
purchased put options. Conversely, the Collar arrangement also limited the potential gain by employing written call options.

In January 2001, the Company sold 6,086 of the Cisco shares, and simultaneously rerminated the existing Collar and entered into a SAILS
arrangement with a highly rated financial institution for the remaining 4,160,000 shares. These shares had a market value of $75,338 at December
31, 2001. Such shares are held as collateral to secure the debt instrument associated with the SAILS and are included in the balance of Investment
in Marketable Securities. The underlying debt has a seven-year maturity and pays a cash coupon of 3.625 percent. The SAILS contain an embedded
equity collar, which effectively manages a large portion of the Company’s exposure to fluctuations in the fair value of its holdings in Cisco com-
mon stock. At maturity, the SAILS will be exchangeable for shares of Cisco common stock, or at the Company’s option, cash in lieu of shares. Net
proceeds from the issuance of the SAILS and rermination of the existing free standing collar arrangement were approximately $262,246 which
were used for general corporate purposes, including the repayment of debt outstanding under its revolving credir facility. The Company accounts
for the embedded equity collar as a derivarive financial instrument in accordance with the requirements of SFAS No. 133 and the change in fair
value of this derivative between reporting dates is recognized through earnings. The derivative has been combined with the debt instrument in
long-term debr in an appropriate presentation of the Company’s overall future cash outflows for that debt instrument under FIN 39 for the legal
right of offset for accounting purposes.

At December 31,2001, 3,411,200 of the Cisco shares have been hedged in conjunction with the SAILS arrangement and accordingly have been
classified as trading in accordance with the provisions of SFAS 115. However, because these securities collateralize the long-term debt underlying
the SAILS arrangement, they have been classified as non-current assets at December 31, 2001. The changes in market value of these trading securi-
ties have been reflected in the Statement of Operations, but have been mitigated by changes in the market value of the embedded equity collar

which resulted in a net effect on earnings which is not material. The remaining 748,800 Cisco shares have been classified as available-for-sale.
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The Company has other investments which are classified as available-for-sale under the provisions of SFAS No. 115. During the year ended
December 31, 2001, the Company’s net unrealized losses of $8,115 are comprised of gross unrealized losses of $10,838, less a reclassification
adjustment of $2,723, net of taxes, for losses included in the Company’s Statement of Operations. No other reclassification adjustments were
recorded for the years ended December 31, 2000 or December 31, 1999. Information regarding marketable securities classified as available-for-sale

is illustrated in the table below:

December 31,
2001 2000
Cost basis $32,794 $268,048
Gross unrealized holding losses on available-for-sale securities (18,567) (4,743)
Aggregate fair market value $14,227 $ 263,305
Information regarding marketable securities classified as trading securities is illustrated in the table below:
December 31,
2001 2000
Cost basis $142844 $ -
Gross realized holding losses on trading securities (81,067) -
Aggregate fair market value $ 61,777 $ ~

The aggregate fair market value of available-for-sale securities of $14,227 combined with the aggregate fair market value of trading securities of
$61,777 result in a rotal investment in marketable securities of $76,004 as of December 31, 2001,

6.Intangible Assets

December 31,

2001 2000

Excess of cost over fair value of net assets acquired $ 406,993 $370,900
Patents, trademarks, purchased technologies and non-compete covenants 101,887 86,344
Executive retirement plan unrecognized prior service costs 538 538
509,418 457,782

Less: Accumulated amortization 96,110 71,290
$413,308 $386,492

7. Software Development Costs
Year Ended December 31,

2001 2000 1999

Net book value, beginning of year $33,575 8 64,883 $ 43,571
Amounts capiralized 27,380 32,635 39,784
Impairment related writeoffs (7,479) (39,876) -
53,476 57,642 83,355

Less: Amortization 17,084 24,067 18,472
Net book value, end of year $ 36,392 $ 33,575 $ 64,883

Impairment writeoffs are related to the product discontinuations associated with the restructuring charges the Company recorded during the years
ended December 31, 2001 and 2000. See Note 11 for further information.

8.Other Assets

In November 2000, the Company invested $50,000 in and licensed certain intellectual property to AirClic Inc. (“AirClic”). In return, the Company
received convertible preferred stock in AirClic. The Company does not currently have the right to convert its preferred stock into common stock of

AirClic and its ability to do so in the future is subject to certain contractual restrictions. AirClic’s business allows wireless devices to scan bar codes
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and transmit data to the Internet. Under the terms of the relevant agreements, if AirClic raises an additional $365,000 in private equity, $200,000
of which must be at per share prices materially greater than the Company’s original investment, and satisfies certain other conditions, then the
Company may be required to invest up to an additional $150,000 in AirClic. To date, the Company has not made any additional investments in
AirClic and the Company’s obligation to invest additional amounts expires upon an initial public offering of AirClic that meets certain criteria.
Because the Company does not have the ability to exercise significant influence over AirClic, it accounts for this investment using the cost method.
During the year ended December 31, 2001, the Company had accumulated certain component inventories in anticipation of orders from AirClic.
As a result, during 2001, AirClic agreed to purchase $7,000 of component inventory from the Company. AirClic may at any time exchange all or
any portion of the inventory for products or components owned by the Company. The Company did not recognize any revenue relating to this
transaction. Additionally, for the year ended December 31, 2001 the Company did not receive any royalty payments from AirClic. For the year
ended December 31, 2000 the Company received royalty payments of $15,000 relating to the licensing of certain intellectual property, in the
ordinary course of business. All other related party transactions between the two entiries have nor been marerial.

9. Lease Securitizations

The Company has a $50,000 lease receivable revolving securitization agreement with a highly rated financial institution. This agreement is cur-
rently scheduled to mature in September 2002, but is expected to be renewed on an annual basis without the payment of amounts outstanding at
such rime. During 2001, the Company securitized approximately $32,227 of its lease receivables in accordance with the rerms of the aforemen-
tioned agreement. Gains on lease securitizations during 2001 were approximately $460. While the Company retains the servicing responsibilities
for all of its lease receivables, the Company outsources servicing and the related servicing costs offset retained interests. Key economic assump-
tions used in measuring the fair value of retained interests at the date of securitization resulting from securitizations completed during 2001

(weighted based on principal amounts securitized) were as follows:

Prepayment rate N/AY
Weighted-average life (in years) 2.03
Expected credit losses $ 3,223
Discount rate 9 petcent

The following table presents the fair values of the retained interest as of December 31, 2001, along with key economic assumptions used to
derive the values as of year-end. The table also presents the sensitivity of the current fair value to immediate 10 percent and 20 percent adverse

changes in the listed economic assumptions:

Fair value of retained interest at December 31, 2001 $14314
Weighted average life (in years) 1.86
Prepayment speed assumption N/A®

Impact on fair value of 10 percent adverse change -

Impact on fair value of 20 percent adverse change -

Expected credit losses (annual rate) 1.0%
Impact on fair value of 10 percent adverse change $14,275
Impact on fair value of 20 percent adverse change ‘ $14,235
Discount rate 9.0%
Impact on fair value of 10 percent adverse change $14,157
Impact on fair value of 20 percent adverse change $14,004

(1) The Company’s lease portfolios historically have not been subject to prepayment risk.

These sensitivities are hypothetical and should be used with caution. As the amounts indicare, changes in fair value based on a 10 percent
and 20 percent variation in assumptions generally cannot easily be extrapolated because the relationship of the change in the assumptions to the
change in fair value may not be linear. Also, in the above table, the effect that a change in a particular assumption may have on the fair value is
calculated without changing any other assumption. In reality, changes in one factor may result in changes in another, which might magnify or
counteract the sensitivities. Static pool credit losses are calculated by summing actual and projected future credit losses and dividing them by the

original balance of each securitization pool. At December 31, 2001, static pool net credit losses for leases securitized were not material.
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The table below summarizes certain cash flows received from/(paid to) securitization trusts in 2001:

Proceeds from new securitizations $ 18,700
Collections used by the trust to purchase new balances in revolving securitizations $ 470
Servicing fees received $ 330
Purchases of delinquent assets $ (188)

The table below presents information about delinquencies, net credit losses, and components of reported and securitized financial assets at
Decemnber 31, 2001:

Total Principal Delinquent
Amount of Principal
Leases Over 90 Days
Leases held in portfolio $ 4,288 $631
Leases held for securitization 5,130 43
Leases securitized 42,445 13
Total leases managed $51,863 $ 687

Leases securitized of $42,445 is comprised of the Company’s retained interest in future cash flows of those leases measured at fair value of
$14,314 and the financial institution’s interest in those leases of $28,131.

The Company monitors its potential credit risk associated with lease securitizations and provides for an allowance for doubtful accounts
which is maintained at a level which the Company believes is sufficient to cover potential losses on leases securitized. Credit losses historically

have not been material.

10. Accounts Payable and Accrued Expenses

December 31,

2001 2000

Accounts payable $112,867 $129,829
Accrued compensation, fringe benefits and related payroll taxes 49,472 86,962
Accrued merger integration charges - 19,583
Accrued purchase commitments 13,822 11,205
Accrued professional fees 14,584 6,148
Other accrued expenses 88,870 71,943
' $279,615 $325,670

See Note 11 for information on the details of the rescructuring, impairment and integration charges recorded by the Company.

11. Restructuring, Impairment and Integration Charges

In September 2001, the Company’s management approved and adopted a formal plan of restructuring related to the reorganization of its manu-
facturing facilities. The plan includes a transition of volume manufacturing away from its Bohemia, New York facility to lower cost locations,
primarily its Reynosa, Mexico facility and Far East contract manufacturing partners. In connection with this reorganization, the Company’s oper-
ating results for the year ended December 31, 2001 include a $59,662 charge for restructuring and impairment. The gross provision of $62,662
related to the September 2001 restrucruring was partially offset by the reversal of $3,000 of unutilized restructuring reserves remaining from the
Company’s December 2000 plan of restructuring (see below). This restructuring charge, of which $53,091 was recorded as product cost of revenue
and $6,571 was recorded as services cost of revenue, includes workforce reduction and asset impairment costs. The Company’s restructuring plan
is expected to be substantially completed by June 30, 2002. Under this plan, the Company recorded a workforce reduction charge of $11,000
related to the termination of approximately 375 employees, primarily manufacturing associates. As of December 31, 2001, approximately 20

employees have been terminared. Details of the restructuring charges as of December 31, 2001 are as follows:
December 31, 2001

Provision Utilized Accrual
Workforce reductions $11,000 $ 2,024 $ 8,976
Impaired fixed asset and other writeoffs 51,662 47,239 4423
$62,662 $49,263 $13,399
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In December 2000, the Company’s management approved and adopted a formal plan of restructuring associated with the Telxon acquisition
(see Note 2A.). In connection with this acquisition, the Company’s operating results for the year ended December 31, 2000 reflect a $185,921
charge for restructuring, impairment and merger integration related charges.

The restructuring charge of $146,696 of which $114,440 was recorded as product cost of revenue and $2,461 was recorded as services cost of
revenue, included workforce reduction costs, asset impairments and lease termination costs. The costs are not associated with the generation of
future revenues and have no future economic benefit. An additional $39,225 of the charge recorded in December 2000 relates to the integration
of Telxon’s business and operations resulting in revenue-producing activities. These merger integration charges consist primarily of professional
services and consulting fees, marketing and advertising, travel expenses and other related charges.

The Company’s exit plan, which focused on rhe consolidation of manufacturing operations, including plant closings and elimination of
redundant activities, has been substantially completed. As part of this plan, the Company recorded a charge of $14,117 for workforce reductions.
The charge relates to the termination of approximately 225 employees primarily in manufacturing, management, sales and administrative sup-
port. As of December 31, 2001, all these employees have been terminated. Details of the unutilized restructuring balance as of December 31, 2001

which relates primarily to the ongoing lease commitments are as follows:

December 31, 2000 Reversal of Utilized December 31, 2001
Balance Provision to date Balance
Work force reductions $44,158 $ 3,000 $41,158 $ —
Impaired fixed asset and other writeoffs 7,899 — 7,743 156
Lease cancellation costs 20,430 - 15,056 5,374
$72,487 $3,000 $63,957 $5,530

The accrued restructuring expenses of $5,530 combined with accrued restructuring expenses of $13,399 related to the reorganization of the

Company’s manufacturing facilities (as discussed above) result in a total accrued restructuring expense of $18,929 remaining as of December 31, 2001.

12. Convertible Subordinated Notes and Debentures

At the time of the Telxon acquisition, Telxon had outstanding $82,500 of 5.75 percent convertible subordinated notes (the “5.75 percent notes”),
and $24,413 of 7.5 percent convertible subordinated debentures (the “7.5 percent debentures”). The notes are redeemable at any time at the option
of Telxon, in whole or in part, at 100.8214 percent during the year ended December 31, 2002.

The 5.75 percent notes, issued December 12, 1995, pay interest semi-annually and are due January 1, 2003. The conversion price for these notes
is $36.67 per common share and is subject to adjustment in certain events.

During the year ended December 31, 2001, Telxon purchased in the open market $21,861 of its 5.75 percent notes for $20,665, resulting in an
extraordinary gain of $813, net of $383 in taxes. Borrowings from the Company’s line of credit were used to finance the repurchase.

The 7.5 percent debentures, issued June 1, 1987, pay interest semi-annually and are due June 1, 2012. The conversion price for the debentures is
$35.67 per common share and is subject to adjustment in certain events. The debentures are redeemable at par value. The sinking fund requires
annual payments of 5 percent of the original $46,000 principal amount, calculated to retire 75 percent of the issue prior to marturity. Prior to the
acquisition, Telxon purchased and retired debenrures with a principal face value of $21,266. This amount has been applied to the earliest of the
sinking fund obligarions. ‘

The combined aggregare amount of maturities and sinking fund requirements for each of the years ended December 31 are as follows:

2002 3 —
2003 60,639
2004 -
2005 —
2006 —
Thereafter 24,413

$85,052

These notes and debentures contain various non-financial covenants with which the Company was in compliance at December 31, 2001.
(See Note 21.)
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13.Long-Term Debt

December 31,
2001 2000
Revolving Credit Facility (a) : $125,439 $187,329
Senior Notes (b) 12,698 19,048
SAILS Exchangeable Debrt (¢) ) 93,206 -~
Promissory Note (d) - 10,000
State Loan (e) - 3,000
Other (f) 373 4,792
231,716 224,169
Less: Cutrent maturities 6,548 23,025
$225,168 $201,144

(a) The Company has a $350 million unsecured revolving credit facility with a syndicate of U.S. and International banks. These borrowings bear
interest at either LIBOR plus 100 basis points or the base rate of the syndication agent bank, contingent upon various stipulations by the
lender, which approximated 4.75 percent and 9.5 percent at December 31, 2001 and 2000, respectively. Since the proceeds under the Credit
Agreement are committed until 2004, the Company has classified these borrowings as long-term obligations. As of December 31, 2000, the
Company had outstanding borrowings of $187,329 under this facility. This Credit Agreement has certain restrictive covenants. Certain of the
covenants were waived in order to complete the Telxon acquisition and such relared transactions. Therefore, the Company is in compliance
with all debt covenants at December 31, 2001.

(b) In March 1993, the Company jssued $25,000 of its 7.76 percent Series A Senior Notes due February 15, 2003, and $25,000 of its 7.76 percent
Series B Senior Notes due February 15, 2003, to two insurance companies. The Series A Senior Notes are being repaid in equal annual install-
ments of $2,778 which began in February 1995. The Series B Senior Notes are being repaid in equal annual installments of $3,571 which began
February 1997. Interest is payable quarterly for these notes. The financing agreements contain certain covenants regarding the maintenance of
a minimum level of tangible net worth, as well as certain other financial ratios, as defined, and certain restrictions including limitations on

indebtedness. The Company was in compliance with these covenants at December 31, 2001.

—
iz
~—

In January 2001, the Company entered into a private Mandatorily Exchangeable Securities Contract for Shared Appreciation Income Linked
Securities (“SAILS”) with a highly rated financial institution. The securities which underlie the SAILS contract represent the Company’s invest-
ment in Cisco common stock, which was acquired in connection with the Telxon acquisition. The 4,160,000 shares of Cisco common stock
had a market value of $75,338 at December 31, 2001, and are held as collateral to secure the debt instrument associated with the SAILS and
are included in the balances of Investment in Marketable Securities. (See Note 5.) This debt has a seven-year maturity and pays a cash coupon
of 3.625 percent. The SAILS contain an embedded equity collar, which effectively manages a large portion of the Company’s exposure to fluc-
tuations in the fair value of its holdings in Cisco common stock. At maturity, the SAILS will be exchangeable for shares of Cisco common
stock, or at the Company’s option, cash in lieu of shares. Net proceeds from the issuance of the SAILS and termination of an existing free-
standing collar arrangement were approximately $262,246 which were used for general corporate purposes, including the repayment of debt
outstanding under its revolving credic facility. The Company accounts for the embedded equity collar as a derivative financial instrument in
accordance with the requirements of SFAS 133. The change in fair value of this derivative between reporting dates is recognized through earn-
ings. The derivative has been combined with the debt instrument in long-term debt in an appropriate presentation of the Company’s overall
fucure cash outflows for that debt instrument under Financial Accounting Standards Board Interpretation No. 39, “Offsetting of Amounts
Relared to Certain Contracts” (“FIN 39”) for the legal right of offset for accounting purposes. The SAILS liability, net of the derivative asset,
represents $93,206 of the total long-term debt balance outstanding at December 31, 2001. The Company has the option to terminate the
SAILS arrangement prior to its scheduled maturity. Such early termination would require the Company to pay an amount based on the fair
value of the embedded equity collar and the underlying stock, which would be recorded in the Company’s Statement of Operations in the
period of termination. Such amount, however, will never exceed the present value of the Company’s future coupon payments at the time of
termination. At the present time, the Company does not anticipate terminating the SAILS arrangement prior to its scheduled maturity date.
(d) In conjunction with the Telxon acquisition, the Company assumed a short-term promissory note of $10,000. This note charged interest at
LIBOR plus 30 basis points. Telxon fully repaid this note in January 2001.
{e) In 1994, the Company received a $3,000 loan from an agency of New York State. The loan charged interest at 1.0 percent, payable monthly, and
the principal was fully repaid in 2001.
(f) The Company has available $55,000 in uncommitted U.S. dollar and foreign currency lines of credit with several global banks with a range of
borrowing rates and varying terms that continue until such time as either party wishes to terminate the agreements. As of December 31, 2001
and 2000, outstanding borrowings under these agreements amounted to $19 and $3,405, respectively. The remaining balances in other long-
term debt of $354 and $1,387 at December 31, 2001 and 2000, respectively, represent various other loans maturing through 2008.
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Based on the borrowing rates currently available to the Company for bank loans with similar terms, the fair values of borrowings under the
Credit Agreement, Senior Notes and Promissory note, approximate their carrying values.

The combined aggregate amount of long-term debt maturities for each of the years ended December 31 are as follows:

2002 $ 6,548
2003 6,401
2004 125,468
2005 32
2006 27
Thereafter 93,240
$231,716
14.Income Taxes
The (benefit from)/provision for income taxes consists of:
Year Ended December 31,
2001 2000 1999
Current:
Federal $(21,476) $39,721 $42,875
State and local — 7,871 7,545
Foreign 3,127 5,303 7.967
(18,349) 52,895 58,387
Deferred:
Federal (12,165) (55,087) (1,392)
State and local (2,1753) (9,499) (395)
Foreign 7,020 1,099 (1,840)
(7,320) (63,487) (3,627)
Total (benefit from)/provision for income taxes $(25,669) $(10,592) $54,760
A reconciliation between the statutory U.S. Federal income tax rate and the Company’s effective tax rate is:
Year Ended December 31,
2001 2000 1999
Statutory U.S. Federal rate (benefit)/provision (35.0%) (35.0%) 35.0%
State taxes, net of Federal tax effect (0.5) (1.3) 2.7
Tax credits (6.5) (17.8) (6.8)
Amortization of excess of cost over fair value of ner assets acquired 6.1 1.7 0.6
Write-off of In-Process R&D - 385 —
Exempt income of foreign sales corporation — (2.1) (3.9)
Income of foreign subsidiaries taxed at higher tax rates 0.7) 4.1 0.9
Non-deductible items 0.9 0.9 0.3
Other, net 38 (2.3) 32
(31.9%) (13.3%) 32.0%
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At December 31, 2001, the Company had no long-term net deferred tax liabilities. At December 31, 2000 and 1999 the Company had long-
term deferred tax liabilities of $88,025 and $37,059, respectively. The components of the Company’s net deferred tax assets at December 31, 2001,
2000 and 1999, respectively, are as follows:

Year Ended December 31,
2001 2000 1999
Deferred Tax Deferred Tax Deferred Tax
Assets/ Assets/ Assers/
(Liabilities) (Liabilities) (Liabilities)
Receivables $ 20,618 $ 8,300 $(2,700)
Inventory 53,337 60,960 19,751
Net investment in sales-type leases (11,630) (8,759) (6,471)
Accrued compensation and associate benefits 8,136 9,045 5,296
Other accrued liabilities 30,875 26,488 8,803
Accrued restructuring and severance costs 8,057 57,722 214
Deferred revenue - current 12,345 10,389 5,755
Deferred revenue - long-term 2,292 4,783 14,835
Deferred patent and product development costs (31,549) (31,418) (33,618)
Purchased technology & other intangibles 512 4,629 3,932
Property, plant and equipment (11,176) (13,247) (18,254)
Investments (52,100) (96,290) (4,614)
Cumulative translation adjustments 15,638 12,714 6,131
Net operating loss carryforwards 121,606 32,958 —
Tax credit carryforwards 41,515 27,562 3,651
Charitable contribution carryforwards 523 -~ -
Othet, net 6,216 10,116 5,024
215,215 115,952 7,735
Less: Valuation allowance 8,098 6,958 —
Net Deferred Tax Asset $207,117 $108,994 $ 7,735

The Company had available federal and state net operating loss carryforwards of approximately $719,937 at December 31, 2001. Such loss
carryforwards expire in accordance with provisions of applicable tax law and have remaining lives ranging from 6 to 20 years. Certain loss carryfor-
wards are likely to expire unused. Accordingly, the Company has recorded valuation allowances of $8,098 and $6,958 at December 31, 2001 and
2000, respectively. Subsequent recognition of a substantial portion of the deferred tax asset relating to such net operating loss carryforwards
would result in a reduction of goodwill recorded in connection with the Telxon acquisition.

The Company also had available federal and state credit carryforwards of approximately $44,815 at December 31, 2001. Such credits have expi-
ration dates ranging from 4 to 20 years, and $11,031 of these credits have no expiration date. The Company expects that it will be able to utilize all
such credits before their expiration. Accordingly, no valuation allowance has been recorded for these credit carryforwards.

The valuation allowance increased by $1,140 during 2001, increased by $6,958 during 2000, and decreased by $696 during 1999.

The increases in 2000 and 2001 relate to net operaring loss carryforwards which were acquired as parr of the Telxon acquisition. The decrease

in 1999 relates to state investment tax credit carryforwards which were not required to be recaptured.
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15. Commitments and Contingencies
A. LEASE AGREEMENTS

The combined aggregate amount of required future minimum rental payments under non-cancelable operating leases for each of the years ended

December 31, are as follows:

2002 $15,357
2003 13,060
2004 11,124
2005 9,605
2006 8,884
Thereafter 32,733

$90,763

Rent expense under substantially all operating leases was, $16,263, $13,198 and $11,143, for the years ended December 31, 2001, 2000 and
1999, respectively.

B. EMPLOYMENT CONTRACTS
The Company has executed employment contracts wich certain senior executives that vary in length, for which the Company has a minimum com-
mitment aggregating approximately $6,726 at December 31, 2001. The Company has entered into agreements with its former President and Chief

Executive Officer in connection with his retirement announced in February 2002. See Note 21 for further details.

C. LEGAL MATTERS
The Company is currently involved in matrers of litigation arising from the normal course of business. Management is of the opinion that such
litigation will not have a material adverse effect on the Company's consolidated financial position or results of operations.

In March 2001, Proxim Incorporated (“Proxim”) sued the Company, 3 Com Corporation, Wayport Incorporated and SMC Networks
Incorporated in the United States District Court in the District of Delaware for allegedly infringing three patents owned by Proxim. Proxim did
not identify any specific products of the Company that allegedly infringe these three pat'ents. Proxim also filed a similar lawsuic in March 2001
in the United States District Court in the District of Massachusetts against Cisco Systems, Incorporated and Intersil Corporation. The complaine
against the Company seeks, among other relief, unspecified damages for patent infringement, treble damages for willful infringement, and a
permanent injunction against the Company from infringing these three patents. In a press conference held after the filing of the complaints,
Proxim indicated that it was interested in licensing the patents that are the subject of the lawsuit against the Company.

On May 1, 2001, the Company filed an answer and counterclaim in response to Proxim’s suit. The Company has responded by asserting its
belief that Proxim’s asserted patents are invalid and not infringed by any of the Company’s products. In addition, the Company has asserted its
belief thar Proxim’s claims are barred under principles of equity, estoppel and laches. The Company has also filed counterclaims against Proxim,
asserting that Proxim’s RF product offerings infringe four of the Company’s patents relating to wireless LAN technology. The Company has
requested the Court grant an unspecified amount of damages as well as a permanent injuncrion against Proxim’s sale of its wireless LAN product
offerings. The Court has severed the Company’s counterclaim against Proxim involving the four of the Company’s patents relating to wireless
LAN technology from Proxim’s initial case.

On May 14, 2001, the Company announced that an agreement had been reached with Intersil Corporation, a supplier of key wireless LAN
chips to the Company. Under this agreement, Intersil will generally indemnify and defend the Company against Proxim’s infringement suit.

On December 4, 2001, the Company filed a complaint against Proxim in the United States District Court in the District of Delaware asserting
that Proxim’s RF product offerings infringe four of the Company’s patents relating to wireless LAN technology. This complaint asserts the same
four parents that were asserted in the Company’s counterclaim against Proxim in the initial Proxim case prior to the severance of this counterclaim
by the Court. On December 18, 2001, Proxim filed an answer and counterclaims seeking declaratoty judgments for non-infringement, invalidity
and unenforceability of the four patents asserted by the Company, injunctive and monetary relief for the Company’s alleged infringement of one
additional Proxim patent involving wireless LAN technology, monerary relief for the Company’s alleged false patent marking, and injunctive and
monetary relief for the Company’s alleged unfair competition under the Lanham Act, common law unfair competition and rortious interference.

On January 31, 2002, the Company filed an answer in response to Proxim’s counterclaim. The Company has responded by asserting its belief that
Proxim’s asserted patent is invalid and not infringed by any of the Company’s products. In addition, the Company has asserted its belief that Proxim’s
patent claims are barred under principles of equity, estoppel and laches. Also on January 31, 2002, the Company filed a motion to dismiss Proxim’s

claims regarding false patent markings, Lanham Act, common law unfair competition and tortious interference. This motion is currently pending,
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On July 21, 1999, the Company and six other leading members of the Automatic Identification and Data Capture industry jointly initiated a
litigation against the Lemelson Medical, Educational, & Research Foundation, Limited Parcnership (the “Lemelson Partnership”). The suit, which
is entitled Symbol Technologies, Inc. et. al. v. Lemelson Medical, Educational & Research Foundation, Limited Partnership, was commenced in the
U.S. District Court, District of Nevada in Reno, Nevada, but was subsequently transferred to the Court in Las Vegas, Nevada.

In the litigation, the Auto ID companies seek, among other remedies, a declaration that certain patents, which have been asserted by the Lemelson
Partnership against end users of bar code equipment, are invalid, unenforceable and not infringed. The Company has agreed to bear approximately
half of the legal and related expenses associated with the litigation, with the remaining portion being borne by the other Auto ID companies.

The Lemelson Partnership has contacted many of the Auto ID companies’ customers demanding a one-time license fee for cerrain so-called
“bar code” patents transferred to the Lemelson Partnership by the late Jerome H. Lemelson. The Company and the other Auto ID companies have
received many requests from their customers asking that they undertake the defense of these claims using their knowledge of the technology at
issue. Certain of these customers have requested indemnification against the Lemelson Partnership’s claims from the Company and the other
Auto ID companies, individually and/or collectively with other equipment suppliers. The Company, and we understand, the other Auto ID compa-
nies believe that generally they have no obligation to indemnify their customers against these claims and that the patents being asserted by the
Lemelson Partnership against their customers with respect to bar code equipment are invalid, unenforceable and not infringed. However, the
Company and the other Auto ID companies believe that the Lemelson claims do concern the Auto ID industry at large and thac it is appropriate
for them to act jointly to protect their customers against what they believe to be baseless claims being asserted by the Lemelson Partnership.

The Lemelson Partnership filed a motion to dismiss the lawsuit, or in the alternative, to stay proceedings or to cransfer the case to the U.S.
District Court in Arizona where there are pending cases involving the Lemelson Partnership and other companies in the semiconductor and elec-
tronics industries. On March 21, 2000, the U.S. District Court in Nevada denied the Lemelson Partnership’s motion to dismiss, transfer, or stay
the action. It also struck one of the four counts.

On April 12, 2000, the Lemelson Partnership filed its answer to the complaint in the Symbol et al. v. Lemelson Partnership case. In the answer, the
Lemelson Partnership included a counterclaim against the Company and the other plaintiffs seeking a dismissal of the case. Alrernatively, the Lemelson
Partnership’s counterclaim seeks a declaration that the Company and the other plaintiffs have contributed to, or induced infringement of particular
method claims of the patents-in-suit by the plaintiffs’ customers. The Company believes there is no merit to the Lemelson Partnership’s counterclaim.

On May 15, 2000, the Auto ID companies filed a motion seeking permission to file an interlocutory appeal of the Court’s decision to strike the
fourth count of the complaint (which alleged that the Lemelson Partnership’s delays in obtaining its patents rendered them unenforceable for
laches). The motion was granted by the Court on July 14, 2000. The Court entered a clarifying superseding order on July 25, 2000. On September
1, 2000, the U.S. Court of Appeals for the Federal Circuit granted the perition of the Auto ID companies for permission to pursue this interlocu-
tory appeal. The Federal Circuit Court heard oral arguments on this appeal on Ocrober 4, 2001. On January 24, 2002, the Federal Circuit found
for the Auto ID companies, holding that the defense of prosecution laches exists as a matter of law. On March 20, 2002, the Federal Circuit denied
Lemelson’s petition for rehearing in banc. Accordingly, the issue will be remanded to the Court in Nevada to consider whether the laches defense
is applicable to the Lemelson case. No date has yet been set by the Court in Nevada for the resolution of this issue.

On July 24, 2000, the Auto ID companies filed a motion for partial summary judgment arguing that almost all of the claims of the Lemelson
Partnership’s patents are invalid for lack of written description. On August 8, 2000 the Lemelson Partnership filed a motion seeking an extension
of approximately ten weeks in which to file an answer to this motion. On August 31, 2000, che Court granted the Lemelson Partnership’s motion
for such an extension.

On October 25, 2000, the Lemelson Partnership filed a combined opposition to the motion of the Auto ID companies for partial summary
judgment and its own cross-motion for partial summary judgment that many of the claims of the Lemelson Partnership’s patents satisfy the writ-
ten description requirement. On July 12, 2001, the District Court denied both the Auro ID companies’ motion and Lemelson’s cross-motion. In
doing so, the Court did not rule on the merits of the matters raised in the motions, but instead held thar there remain triable issues of material
fact that preclude granting summary judgment in favor of either party. ’

On May 14, 2001, the Auto ID companies filed another motion for summary judgment arguing that Lemelson’s patents at issue are unenforce-
able because of Lemelson’s inequitable conduct before the U.S. Patent and Trademark Office. On June 19, 2001, the Lemelson Partnership filed a
combined opposition to the motion of the Auto ID companies for summary judgment and its own cross-motion for partial summary judgment
thar no such inequitable conduct occurred. On November 13, 2001, the District Court denied both the Auto ID companies’ motion and
Lemelson’s cross-motion. In doing so, the Court did not rule on the merits of the matters raised in the motions, but instead held that there
remain triable issues of material fact that preclude granting summary judgment in favor of either party.

On July 25, 2001, the Court entered an order setting a schedule that culminates with a trial currently scheduled for August 2002. Under this
timetable, the Auto ID companies’ arguments relating to invalidity, unenforceability and/or non-infringement of the so-called bar code patents
will be briefed by motion at the appropriate time, or at trial.

On August 1, 2001, the Auto ID companies filed another motion for partial summary judgment arguing that the Lemelson Partnership is not enti-
tled, as a matter of law, to rely on a now-abandoned Lemelson patent application filed in 1954 to provide a filing date or disclosure for the claims of the
patents-in-suit. On November 13, 2001, the District Court denied the Auto ID companies’ motion. In doing so, the Court did not rule on the merits

of the matters raised in the motion, but instead held that there remain triable issues of material fact that preclude granting summary judgment.
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From December 1998 through March 1999, a total of 27 class actions were filed in the United States District Court, Northern District of Ohio,
by certain alleged stockholders of Telxon on behalf of themselves and purported classes consisting of Telxon stockholders, other than the defen-
dants and their affiliates, who purchased stock during the period from May 21, 1996 through February 23, 1999 or various portions thereof, alleg-
ing claims for “fraud on the market” arising from alleged misrepresentations and omissions with respect to Telxon’s financial performance and
prospects and an alleged violation of generally accepted accounting principles by impropérly recognizing revenues. The named defendants are
Telxon, its former President and Chief Executive Officer, Frank E. Brick, and its former Senior Vice President and Chief Financtal Officer, Kenneth
W. Haver. The actions were referred to a single judge. On February 9, 1999, the plaintiffs filed a motion to consolidate all of the actions and the
Court heard mortions on naming class representatives and lead class counsel on April 26, 1999.

On August 25, 1999, the Court appointed lead plaintiffs and their counsel, ordered the filing of an amended complaint, and dismissed 26 of
the 27 class action suits without prejudice and consolidated those 26 cases into the first filed action. The lead plaintiffs appointed by the Court
filed an amended class action complaint on September 30, 1999. The amended complaint alleges that the defendants engaged in a scheme to
defraud investors through improper revenue recognition practices and concealment of material adverse conditions in Telxon’s business and
finances. The amended complaint seeks certification of the identified class, unspecified compensatory and punitive damages, pre- and post-judgment
interest, and attorneys’ fees and costs. Various appeals and writs challenging the District Court’s August 25, 1999 rulings were filed by two of the
unsuccessful plaintiffs but have all been denied by the Court of Appeals.

On November 8, 1999, the defendants jointly moved to dismiss the amended complaint, which was denied on September 29, 2000. Following
the denial, the parties filed a proposed joint case schedule, discovery commenced, and the parties each filed their initial disclosures. On October
30, 2000, defendants filed their answer to the plaintiffs’ amended complaint as well as a motion for reconsideration or to certify the order denying
the motion to dismiss for interlocutory appeal and request for oral argument, and a memorandum of points and authorities in support of that
motion. On November 14, 2000, plaintiffs filed a memorandum in opposition of defendants’ motion. This motion was denied on January 19,
2001. On November 1, 2000, defendants filed a motion for application of the Amended Federal Rules of Civil Procedure to the case, and on
November 16, 2000, the Court granted this motion in part and held that the Court will apply the new rules of evidence and new rules of civil pro-
cedure except to the extent those rules effectuate changes to Rule 26 of the Federal Rules for Civil Procedure. Discovery is in its preliminary stages.

On February 20, 2001, Telxon filed a motion for leave to file and serve instanter a summons and third-party complaint against third-party defen-
dant PricewaterhouseCoopers LLP (“PWC”) in shareholders’ class action complaints. Telxon’s third-party complaint against PWC concerns PWC’s
role in the original issuance and restatements of Telxon’s financial statements for its fiscal years 1996, 1997, 1998 and its interim financial state-
ments for its first and second quarters of fiscal year 1999, the subject of the class action litigation against Telxon. Telxon states causes of action
against PWC for contribution under federal securities law, as well as state law claims for accountant malpractice, fraud, constructive fraud, fraudu-
lent concealment, fraudulent misrepresentation, negligent misrepresentation, breach of contract, and breach of fiduciary duty. With respect to its
federal claim against PWC, Telxon seeks contribution from PWC for all sums that Telxon may be required to pay in excess of Telxon’s proportionate
liability, if any, and attorney fees and costs. With respect to its state law claims against PWC, Telxon seeks compensatory damages, punitive damages,
attorney fees and costs, in amounts to be determined at trial. Thereafter Plaintiffs sued PWC directly and that action was consolidated.

On April 30, 2001, the Court granted Telxon’s motion to file and serve its third-party complaint against PWC. The Court reserved judgment
on Telxon’s request to have the Complaint deemed filed instanter on the date of Telxon’s motion for leave to file the same ~ February 20, 2001.
Pursuant to the Court’s request the parties have submitred briefs on the issue of Telxon’s motion for leave to file and serve the third-party
complaint instanter. The issue is currently being considered by the Court.

PWC has filed a motion to dismiss both Telxon’s third-party complaint and the PWC action. The parties have fully briefed the motion. The
Court heard oral argument on PWC’s motions on September 10, 2001, On March 25, 2002, the Court ruled on the pending motions. As to Telxon’s
third-party complaint against PWC, the Court held that it was timely filed, and that Telxon’s allegations of scienter by PWC under the Federal secu-
rities laws were sufficiently pled, that Telxon’s state law fraud claims were sufficiently pled, and that Telxon’s breach of fiduciary duty, constructive
fraud and fraudulent concealment claims against PWC should not be dismissed at the pleading stage. The Court denied PWC’s motion to dismiss
Telxon’s claims for contribution under the Federal securities laws with respect to Telxon’s restatements of its 1996, 1997 and 1998 audited financial
statements, and granted PWC’s motion to dismiss Telxon’s contribution claims with respect to the restatements of its unaudited first and second
quarter 1999 financial statements. The Court also denied PWC’s motion to dismiss the separate action filed against it by the plaintiffs.

By letter dated December 18, 1998, the Staff of the Division of Enforcement of the Securities and Exchange Commission (the “Commission”)
advised Telxon that it was conducting a preliminary, informal inquiry into trading of the securities of Telxon at or about the time of Telxon’s
December 11, 1998 press release announcing that Telxon would be restating the revenues for its second fiscal quarter ended September 30, 1998.
On January 20, 1999, the Commission issued a formal Order Directing Private Investigation and Designating Officers To Take Testimony with
respect to the referenced trading and specified accounting matters, pursuant to which subpoenas have been served requiring the production of
specified documents and testimony.

By letter dated March 9, 2001, the Division of Enforcement of the Commission informed Telxon that it had made a preliminary determination to
recommend that the Commission initiate an action against Telxon for violation of various sections of the federal securities laws and regulations and to
seek permanent injunctive relief and appropriate monetary penalties against Telxon. The Division of Enforcement also indicared that it intended to rec-

ommend similar action against three former employees of Telxon. On March 6, 2002, Telxon accepted an offer of sertlement resolving this investigation.
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Pursuant to the settlement, Telxon neither admitted nor denied certain findings by the Commission, and consented to the entry of an
administrative Cease and Desist Order prohibiting Telxon from committing or causing any violation, and any future violation of cerrain report-
ing, record-keeping and internal control provisions of the Securities Exchange Act of 1934. Two former employees of Telxon also settled adminis-
trative proceedings without admitting or denying certain findings by the Commission and by consenting to the entry of an administrative cease
and desist order prohibiting them from committing or causing any violation and any fucure violation of certain reporting, record-keeping and
internal control provisions of the Securities Exchange Act of 1934. The Commission on March 5, 2002 also filed suit against Kenneth W. Haver,
former Chief Financial Officer of Telxon, for fraud in connection with the company’s financial statements and earnings press release for the
quarter ended September 30, 1998.

On March 5, 2002, a separate purported class action lawsuit was filed, entitled Pinkowitz v. Symbol Technologies, Inc., et al. in the United
States District Court for the Eastern District of New York, on behalf of purchasers of the common stock of Symbol Technologies, Inc. between
October 19, 2000 and February 13, 2002, inclusive, against the Company, Tomo Razmilovic, Jerome Swartz and Kenneth Jaeggi.

The complaint alleges that defendants violated the federal securities laws by issuing materially false and misleading statements, throughout the
Class Period that had the effect of artificially inflating the market price of the Company’s securities. Specifically, the complaint alleges that defen-
dants engaged in the following conduct which had the effect of increasing the Company’s reported revenue and profits: (1) the Company booked as
profitin the third quarter of 2000 a one-time royalty payment in excess of $10 million, enabling the Company to make its third quarter projections;
(2) the Company used expenses associated with its acquisition of Telxon to mask the facc that its sales were declining and (3) the Company booked
as having shipped in the first quarter of 2001 more than $40 million in inventory that included side provisions allowing customers to delay pay-
ments or return merchandise, or included products that “never left the warehouse.” Five additional purported similar class actions have also been
filed against the Company in the Eastern District of New York. The Louisiana School Employees Retirement System is the plaintiff in the second
action, which also names, in addition to the Company, Jerome Swartz, Tomo Razmilovic and Kenneth Jaeggi as defendants. The Company currently
does not know the identities of the other parties in the third, fourth, fifth and sixth actions filed against it. The Company believes that these litiga-

tions are without merit and intends to defend them vigorously.

16. Stockholders’ Equity

A.STOCK OPTION PLANS

There are a total of 48,783,835 shares of common stock reserved for issuance under the Company’s stock option plans at December 31, 2001.
Stock options granted to date generally vest over a one to five year period, expire after ten years and have exercise prices equal to the market value
of the Company’s common stock at the date of grant.

A summary of changes in the stock option plans is:
Shares Under Option

Number of Weighted Avg.
Option Price Shares Exercise
per Share (in thousands) Price

Shares under option at January 1, 1999 $ 1.19 to $15.93 35,921 $ 587
Granted $14.03 to $25.22 6,950 $17.31
Exercised $ 145 to $ 8.17 (4,702) $ 4.26
Cancelled $ 245 to $17.19 (488) $ 9.06
Shares under option at December 31, 1999 » $ 1.19 to $25.22 37,681 $ 8.15
Granted $20.75 to $41.22 4,155 $31.59
Granted to replace Telxon oprions $10.63 to $39.50 2,610 $17.99
Exercised $ 145 to $14.67 (5,022) $ 534
Cancelled $ 346 to $35.83 (983) $16.02
Shares under option at December 31, 2000 $ 1.19 to $41.22 38,441 $11.57
Granted $12.55 to $27.97 5,436 $26.93
Exercised $ 1.19 to $33.75 (6,022) $ 642
Cancelled $ 145 to $39.50 (1,554) $20.72
Shares under option at December 31, 2001 $ 158 to $41.22 36,301 $14.33
Shares exercisable at December 31, 2001 $ 158 to $33.75 20,516 $ 831
Shares exercisable at December 31, 2000 $ 1.19 to $39.50 20,539 $ 7.03
Shares exercisable at December 31, 1999 $ 119 to $ 8.17 17,199 $ 494
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The following table summarizes information concerning currently outstanding and exercisable options:

Weighted Weighted

Range of Number Remaining Average Number Average
Exercise Ouestanding Life Bxercise Exercisable Exercise

Prices (in thousands) (vears) Price (in chousands) Price
$ 158 - § 237 163 13 $ 1.80 163 $ 1.80
$§ 238 —$ 355 2,156 27 $ 3.32 2,156 $ 332
$ 356 —$% 533 3,184 38 $ 4.64 3,184 $ 4.64
$ 534 —$ 800 11,487 52 $ 6.72 10,093 $ 6.70
$ 8.01 — $12.00 2,120 6.2 $ 9.36 1,144 $ 9.70
$12.01 — $18.00 7,551 7.0 $16.08 2,742 $15.61
$18.01 — $27.00 2,438 7.6 $24.87 677 $23.33
$27.01 — $40.50 7,143 85 $30.33 357 $30.98
$4051 — $41.22 59 8.1 $41.22 0 $ 0

36,301 20,516

At December 31, 2001, an aggregate of 13,767,000 shares remain available for grant under the stock option plans. The tax benefits arising from
stock option exercises during the years ended December 31, 2001, 2000, and 1999, in the amount of $43,993, $53,960, and, $26,786, respectively,
were recorded in stockholders’ equity as additional paid-in capital.

In accordance with the provisions of Statement of Financial Accounting Standards No. 123, “Accounting for Stock-Based Compensation”
(“SFAS No. 123”), the Company applies the intrinsic value based method as described in APB Opinion No. 25 and related interpretations in
accounting for its plans. Accordingly, no compensation cost has been recognized for the fixed portion of its plans.

If compensation cost for the Company’s fixed stock options (including outside directors’ options and stock purchase warrants discussed
below) had been determined in accordance with the fair value method described in SFAS No. 123, the Company’s net (loss) earnings and (loss)

earnings per share would have been the pro forma amounts indicated below:
Year Ended December 31,

2001 2000 1999

Net (Loss) Earnings:

As Reported $(53,907) $(68,966) $116,364

Pro Forma $(77,528) $(86,262) $103,996
Basic (Loss) Earnings Per Share:

As Reported 5 (0.24) $ (0.33) $ 059

Pro Forma $ (0.34) $ (0.42) $ 052
Diluted (Loss) Earnings Per Share:

As Reported $ (0.24) $ (0.33) $ 055

Pro Forma $ (0.34) $ (0.42) $ 049

The weighted average fair value of options granted during 2001, 2000, and 1999, was $11.21, $12.75, and $6.10, per option, respectively. In
determining the fair value of options and outside directors’ options and stock purchase warrants granted in 2001, 2000, and 1999 for pro forma
purposes the Company used the Black-Scholes option pricing model and assumed the following: a risk free interest rate of 5.5 percent; an expected
option life of 4 years; an expected volatility of 45 percent, 43 percent, and 35 percent; and a dividend yield of 0.14 percent per year. As required by
SFAS No. 123, the impact of outstanding non-vested stock options granted prior to 1995 has been excluded from the pro forma calculation.
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B. OUTSIDE DIRECTORS’ OPTIONS AND STOCK PURCHASE WARRANTS
All oprions and stock purchase warrants issued to outside directors vest over a two to four year period, expire after ten years and have exercise
prices equal to the market value of the Company’s common stock at the date of grant. A summary of changes in the outside Director’s options

and stock purchase warrants is:

Number of Weighted Avg,
Option Price Shares Exercise
per Share (in thousands) Price

Shares under option at January 1, 1999 $ 333 to $ 983 681 $ 6.09
Granted $15.80 to $2522 233 $16.70
Exercised $ 333 o $ 9.83 (86) $ 5.57
Cancelled -~ - - —
Shares under option at December 31, 1999 $ 3.33 to $25.22 828 $ 9.13
Granted $32.00 o $35.83 750 $35.45
Exercised $ 333 o $15.80 (145) $ 791
Cancelled $ 737 o $35.83 (335) $27.99
Shares under option at December 31, 2000 $ 3.33 to $3583 1,098 $21.52
Granted - — - -
Exercised — _ . _
Cancelled - — - —
Shares under option at December 31, 2001 $ 333 to $3583 1,098 $21.52
Shares exercisable at December 31, 2001 $ 333 to $35.83 615 $14.06
Shares exercisable at December 31, 2000 $ 333 to $25.22 397 $ 7.21
Shares exercisable at December 31, 1999 $ 333 to $ 9.83 384 $ 5.36

The following table indicates the number of common shares issuable upon exercise and the exercise price per share of all outstanding outside

Directors’ options and stock purchase warrants as of December 31, 2001:

Number of Shares Shares Vested at
Issuable Upon Exercise Exercise December 31,2001
Exercisable to (in thousands) Price Per Share (in chousands)

2004 114 $ 333 o $ 365 114
2005 38 $4.43 38
2006 57 $6.19 57
2007 38 $6.52 38
2008 177 $ 737 o $ 983 139
2009 149 $15.80 to $25.22 98
2010 525 $32.00 to $3583 131
1,098 _ 615

The weighted average fair value of outside directors options and stock purchase warrants granted during 2001, 2000, and 1999, was $0, $14.18,

and $5.61, per share, respectively.

C. EMPLOYEE STOCK PURCHASE PLAN
During 1997, the Company adopted an employee stock purchase plan which was approved by the Company’s stockholders at the annual meeting
of shareholders. Participants may purchase shares of stock for an amount equal to 85 percenc of the lesser of the closing price of a share of stock
on the first trading day of the period or the last trading day of cthe period.

The stock sold to plan participants shall be authorized but unissued common stock, treasury shares or shares purchased in the open market.
The aggregate number of shares which may be issued pursuant to the plan is 1,898,438. As of December 31, 2001, 1,445,833 shares were issued to
participants and subsequent to December 31, 2001, 264,666 shares were issued to participants by the Company all of which were purchased in the

open market. The weighted average fair value of the options granted to purchase shares in 2001 was $6.36.
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D. SHAREHOLDER RIGHTS PLAN

In August 2001, the Company announced that its Board of Directors adopted a stockholder rights plan. In connection with the adoption of the
rights plan, the Board has designated and reserved five hundred thousand shares of Series A Junior Participating preferred stock and has declared

a dividend of one preferred stock purchase right (the “rights”) for each share of the Company’s common stock outstanding on September 14,

2001. The rights will continue to be represented by, and trade with, the Company’s common stock certificates, unless the rights become exercisable. .
The rights become exercisable (with certain exceptions) only in the event that any person or group acquires beneficial ownership of, or announces

a tender or exchange offer for, 15 percent or more of the outstanding shares of the Company’s common stock. The rights will expire on August 13,

2011, unless earlier redeemed, exchanged or terminated in accordance with the rights plan.

E. TREASURY STOCK
Treasury stock is comprised of 20,224,000 shares purchased in open markert transactions pursuant to programs authorized by the Board of Directors
for a total cost of $142,497. Approximately 519,000 of these shares were purchased during the year ended December 31, 2001 for a cost of $6,502.
Additionally, in accordance with the provisions in the Company’s stock option plans, executive officers are permitted to tender shares to the
Company (with certain restrictions) to pay option prices and taxes in connection with stock option exercises. Treasury stock is comprised of
11,837,000 shares of common stock for a total cost of $133,238 related to this program. During the year ended December 31, 2001, executive
officers exercised 1,553,000 stock options for which approximately 854,000 of these shares were tendered to the Company for a total cost of
$25,858. The surrender of these shares to the Company by executive officers resulted in such officers acquiring approximately 699,000 additional
shares of common stock during the year ended December 31, 2001 pursuant to the aforementioned exercises.
Treasury stock is partially offset by 7,529,000 shares which have been reissued in the year ended December 31, 2000 in two private placement
offerings with a book value of $57,776 for proceeds of $200,587.

17. Associate Benefit Plans
A. PROFIT SHARING RETIREMENT PLAN

The Company maintains a 401(k) profit sharing retirement plan for all U.S. associates meeting certain service requirements. The Company contribures
monthly, 50.0 percent of the first 6.0 percent of associates’ contributions, which results in a maximum Company contribution of 3.0 percent of the
associates’ annual compensation. Plan expense for the years ended December 31, 2001, 2000, and 1999, was $8,170, $7,519, and $6,182, respectively.

B. HEALTH BENEFITS

" The Company pays a portion of costs incurred in connection with providing associate and dependent health benefits through programs adminis-
tered by various insurance companies. Such costs amounted to $23,076, $16,683, and $14,161, for the years ended December 31, 2001, 2000 and
1999, respectively.

C. EXECUTIVE RETIREMENT PLAN

The Company maintains an Executive Retirement Plan (the “Plan”) in which certain highly compensated associates are eligible to participate.
Participants are selected by a committee of the Board of Directors. Benefits vest after five years of service and are based on a percentage of average
compensation for the three years immediately preceding termination of the participant’s full-time employment. As of December 31, 2001,

14 officers were participants in the Plan. The Company’s obligations under the Plan are not funded apart from the Company’s general assets.
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Year Ended December 31,

Change in benefit obligation: 2001 2000 1999
Benefit obligation at beginning of year $ 10,964 $ 10,381 $ 9,817
Service cost 865 1,086 1,063
Interest cost 1,233 885 792
Amortizarion of unrecognized prior service cost — 92 92
Actuarial loss 429 97 110
Settlements (1,343) (1,523) (1,439)
Benefits paid (54) (54) (54)
Benefit obligation at end of year $ 12,094 $ 10,964 $ 10,381

Funded status $(17,350) $(17,483) $(13,730)

Unrecognized actuarial loss 4,718 5,981 2,719

Unrecognized prior service cost 538 538 630

Net amount recognized $(12,094) $(10,964) $(10,381)

Service cost $ 865 $ 1,086 $ 1,063

Interest cost 1,233 885 792

Amortization of unrecognized prior service cost — 92 92

Recognized net actuarial loss 429 97 110

Net periodic benefit cost $ 2,527 $ 2,160 $ 2,057

The Plan had $12,299 and $11,717 of vested benefit obligations at December 31, 2001, and 2000, respectively, which are included in other
liabilities. The projected benefit obligation at December 31, 2001, 2000, and 1999 was determined using an assumed weighted average discount

rate of 7.5 percent, 8.0 percent, and 7.5 percent, respectively, and an assumed increase in the long-term rate of compensation of § percent,

6 percent, and 5 percent for December 31, 2001, 2000, and 1999, respectively.

18. Reconciliation of Basic and Diluted (Loss)/Earnings Per Share

Basic earnings per common share are computed based on the weighted average number of common shares outstanding during each period.

Diluted earnings per common share are compurted based on the weighted-average number of common shares, after giving effect to diluted

common stock equivalents outstanding during each period.

The following table provides a reconciliation between basic and diluted (loss)/earnings per share:

For The Year Ended
December 31, 2001 December 31, 2000 December 31, 1999
Loss Shares Per Share Loss Shares Per Share Income Shares Per Share

Basic EPS
(Loss) Income available to

common stockholders $(53,907) 227,392 $(0.24) $(68,966) 206,444 $(0.33) $116,364 198,732 $ 0.59
Effect of Dilutive Securities
Options/Warrants™ - - - - - — - 13,626 $(0.04)
Diluted EPS
(Loss) Income available

to common stockholders

plus assumed exercises $(53,907) 227,392 $(0.24) $(68,966) 206,444 $(0.33) $116,364 212,358 $ 0.55

(1) For the years ended December 31, 2001 and 2000, the impact of stock options and warrants and convertible subordinated notes and debentures is antidilutive and has therefore not been included herein.
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19.Business Segments and Operations by Geographic Areas

The Company’s business consists of the design, manufacture and marketing of scanner integrated mobile and wireless information management
systems, and the servicing of, customer support for and professional services related to these systems. During the fourth quarter of 2001, the
Company reorganized its services activities and formed a new global services organization. This change allows the Company to focus on the deliv-
ery of all services to its customers. These activities will be coordinated under one global services organization. As a result, the Company will present
two reportable operating segments as Products and Services.

The Products segment sells bar code capture and verification equipment, mobile computing devices and other peripheral products. The
Services segment provides wireless communication solutions that connect the Company’s bar code reading equipment and mobile computing
devices to wireless networks. This segment also provides worldwide comprehensive repair and maintenance integration and support in the form
of service contracts or repairs on an as-needed basis. Management uses many factors to measure performance and allocate resources to these two
reportable segments. The primary measurement is gross profit. The accounting policies of the two reportable segments are essentially the same as
those applied to the consolidated financial statements bur management is continuing to moniror its cost of revenue allocations between the prod-
ucts and services segments. Changes in cost allocations between segments may be required which could materially change the reported gross profit
of the segments. Summarized financial information concerning the Company’s reportable operating segments is shown in the following table.
Prior years’ data has been reclassified to reflect the current segment structure. Identifiable assets are those tangible and intangible assets used
by each operating segment. Corporate assets are principally cash and temporary investments, deferred, prepaid and refundable income taxes,
the excess of cost over fair value of net assets acquired, marketable securities, and various other assets which can not appropriately be allocated

to either reportable segment. Intersegment transactions are minimal and any intersegment profit is eliminated in consolidation.

Reportable Segments

Products Services Corporate Consolidated
Year ended December 31, 2001: ‘
External revenue $1,146,870 $305,827 $ - $1,452,697
Cost of revenue 837,984% 220,596% — 1,058,580
Gross profit $ 308,886 $ 85,231 $ - $ 394,117
Identifiable assets $ 971,670 § 93,385 $ 827,619 $1,892,674
Year ended December 31, 2000:
External revenue $1,232,320 $217,170 $ - $1,449,490
Cost of revenue 829,191 159,946¢ — 989,137
Gross profit $ 403,129 $ 57,224 $ — $ 460,353
Identifiable assets $1,014,186 $ 71,678 $1,007,335 $2,093,199
Year ended December 31, 1999: )
External revenue $ 969,556 $169,734 $ - $1,139,290
Cost of revenue 525,166 129,390 — 654,556
Gross profit $ 444,390 $ 40,344 $ - $ 484,734
Identifiable assets $ 772,413 $ 33,582 $ 241,949 $1,047,944

(1) Includes pre-tax charges of §163,091 related to an inventory writedown and the regrganization of the Company’s manafacturing facilities. Excluding these charges gross profit would be $§471,977 ar 41.2
percent of revenue.

(2) Includes pre-tax charges of $6,571 related to the reorganization of the Company’s manufacturing facilities. Excluding these charges gross profit would be $91,802 or 30.0 percent of revenue.

(3) Includes pre-tax charges of $114,440 related to restructuring and impairment costs related to the Telxon acquisition. Excluding these charges gross profit would be $517,569 or 42.0 percent
of revenue.

{4) Includes pre-tax charges of $2,461 related to restructuring and impairment costs related to the Telxon acquisition. Excluding these charges gross profit would be $59,685 or 27.5 percent of revene.

The Company’s internal structure is in the form of a matrix organization whereby certain managers are held responsible for Products and
Services worldwide while other managers are responsible for specific geographic areas. The operating results of both components are reviewed on
a regular basis. Supplemental information about geographic areas is as follows:

The Company operates its business in three main geographic regions; The Americas (which includes North and South America), EMEA (which
includes Europe, Middle East and Africa) and Asia Pacific (which includes Japan, the Far East and Australia). Summarized financial informarion
concerning the Company’s geographic regions is shown in the following table. Sales are allocated to each region based upon the location of the
use of the products and services. The “Corporate” column includes corporate related expenses (primarily various indirect manufacturing opera-

tions costs, engineering and general and administrative expenses) not allocated to geographic regions. This has the effect of increasing operarting
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profit for The Americas, EMEA and Asia Pacific. Identifiable assets are those tangible and intangible assets used in operations in each geographic
region. Corporate assets are principally temporary investments and the excess of cost over fair value of net assets acquired. Certain assets which
have been allocated to each geographic region could not be allocated to either of the Company’s two reportable operating segments. Therefore,

corporate assets as shown in the following table are different from corporate assets as previously shown in the segment disclosure.

The Americas EMEA Asia Pacific Corporate Consolidated

Year ended December 31, 2001:
Sales to unaffiliated customers $ 976,193 $393,236 $83,268 $ — $1,452,697
Transfers between geographic areas 336,047 — - (336,047) —
Total net revenue $1,312,240 $393,236 $83,268 $(336,047) $1,452,697
Interest income $ 1,590 $ 960 $ 142 — $ 2,692
Interest expense $ 20,591 $ 76 - - $ 20,667
Depreciation and amortization expense $ 86,159 $ 8360 $ 610 - $ 95,129

(Loss) Earnings before income taxes

and extraordinary item $ 317,810 $ 97,670 $31,140 $(527,009) $ (80,389)
Income tax (benefit)/expense $ (33,122) $ 3,308 $ 4,145 — $ (25,669)
Identifiable assets $1,211,083 $303,083 $38,078 $ 340,430 $1,892,674

Year ended December 31, 2000:
Sales to unaffiliated customers $1,011,703 $355,736 $82,051 $ — $1,449,490
Transfers between geographic areas 274,600 - - (274,600) -
Total net revenue $1,286,303 $355,736 $82,051 $(274,600) $1,449,490
Interest income $ 3,620 $ 501 S 92 — $ 4213
Interest expense $ 15879 $ 500 $ 54 - $ 16433
Depreciation and amortization expense $ 75224 $ 6,396 $ 463 - $ 82,083
(Loss) Earnings before income taxes $ 316,034 $ 69,750 $26,100 $(491,442) $ (79,558)
Income tax (benefit)/expense $ (16,152) $ 4,121 $ 1,439 - $ (10,592)
Identifiable assets $1,380,287 $ 281,008 $69,617 $ 362,287 $2,093,199

Year ended December 31, 1999:
Sales to unaffiliated customers $ 731,206 $343,507 $64,577 $ — $1,139,290
Transfers between geographic areas 241,175 - — (241,175) —
Total net revenue $ 972,381 $343,507 $64,577 $(241,175) $1,139,290
Interest income $ 1,704 $ 568 $ 43 — $ 2,315
Interest expense $ 8,010 $ 126 - — $ 8136
Depreciation and amortization expense $ 59,878 $ 5,993 $ 313 - $ 66,184
Earnings before income taxes $ 273,968 $ 93,198 $23,419 $(219,461) $ 171,124
Income tax expense $ 49,783 $ 2,822 $ 2,155 — $ 54,760
Identifiable assets $ 771,305 $143,717 $23,332 $ 109,090 $1,047,944
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20. Selected Quarterly Financial Data (Unaudited)

The following tables set forth unaudited quarterly financial information for the years ended December 31, 2001 and 2000:
Quarter Ended

March 31 June 30 September 30 December 31

Year Ended December 31, 2001:

Total net revenue $ 450,165 $340,210 $331,191 $ 331,131
Gross profit $170,376 $ 18,117 $ 73,033 $ 132,591
Net earnings (loss) $ 27,945 $ (59,5530 $ (35,693)® $ 13,394
Basic earnings (loss) per share $  $0.12 $ ($0.27) $ ($0.16)> $  30.06
Diluted earnings (loss) per share $ 8012 $ ($0.27)" $ (50.16)® $  $0.06
Year Ended December 31, 2000:

Total net revenue $320,011 $341,398 $373,249 $ 414,832
Gross profit $133,072 $141,081 $154,047 $ 32,153
Net earnings (loss) $ 31,736 $ 36,177 $ 40,450 $(177,329)®
Basic earnings (loss) per share ) $ 0.16 $ 0.18 $ 0.20 S (0.84)®
Diluted earnings (loss) per share $ 014 $ 016 $ 018 $  (0.84)®

(1) Includes pre-tax charge of $110,000 or (80.30) diluted loss per share for the quarter related to an inventory writedown.

(2) Includes pre-tax charge of $59,662 or ($0.21) diluted loss per share for the quarter related to the reorganization of the Company’s manufacturing facilities.

(3) Includes pre-tax charges of $273,521 or (§0.9S) diluted loss per share for the quarter related to acquisition costs associated with restructuring and impairment charges ($146,696), in-process research and
development ($87,600), and merger integration charges ($39,225).

The quarterly earnings (loss) per share information is computed separately for each period. Therefore, the sum of such quarterly per share
amounts may differ from the total for the year.

21.Subsequent Events

a. In February 2002, the Company’s former President and Chief Execurive Officer announced his retirement. In connection therewith,
the Company will record a pre-tax compensation and related benefits charge of approximately $8,500 in the first quarter of 2002.

b. In January and February of 2002, Telxon purchased in the open market $34,790 of its 5.75 percent notes for $34,127 in cash and $5,173 of its
7.5 percent debentures for $5,004 in cash. In March 2002, Telxon called for the redemption of all of its 5.75 petcent notes and 7.5 percent
debentures. The redemprion date will be April 15, 2002. The redemption price will be 100.8214 percent of the outstanding principal amount
plus accrued and unpaid interest for the 5.75 percent notes and 100 percent of the outstanding principal amount plus accrued and unpaid
interest for the 7.5 percent debentures. The aggregate principal amount to be redeemed is $45,089.

Schedule Il - Valuation and Qualifying Accounts

Far the Years Ended December 31, 2001, 2000 and 1999 (All amounts in thousands)

COLUMN A COLUMN B COLUMNC COLUMN D COLUMNE
Additions
Balance at Charged to cost Charged to Balance at
Description beginning of year and expenses other accounts Deductions end of year

Allowance for doubtful accounts:

December 31, 2001 $ 31,275 $ 3,687 $ — $ 3,614 $ 31,348
December 31, 2000 $11,924 $ 2,975 $17,603¢ $ 1,227 $ 31,275
December 31, 1999 $ 10,031 $ 3,288 $ - $ 1,395% $ 11,924
Inventory reserve:

December 31, 2001 $109,326 $12,360 $ - $77,259¢ $ 44,427
December 31, 2000 $ 26,955 $21,449 $80,168¢ $19,2469 $109,326
December 31, 1999 $ 16,275 $27,079 $ - $16,399% $ 26955
Warranty reserve:

December 31, 2001 $ 8,685 $32,594 $ - $29,711% $ 11,568
December 31, 2000 $ 6,298 $29,835 $ 1,737¢ $29,185% $ 8,685
December 31, 1999 $ 8,176 $21,107 $ - $22,985% $ 6,298

(a) Telxon-related allowance for doubtful accounts. (b) Uncollectible accounts written off. (c) Telxon-related inventory reserves. (d} Inventory disposed of (e) Telxon-related warvanty reserves.
(f) Warranty costs incurred.

SEVENTY-SEVEN



Executive Officers and Directors

EXECUTIVE OFFICERS

Dr. Jerome Swartz

Chairman of the Board of Directors, Chief Executive Officer,
Chief Scientist and Director

Richard Bravman

President and Chief Operating Officer

Leonard H. Goldner

Executive Vice President, General Counsel and Secretary
Carole DeMayo

Senior Vice President — Human Resources

Ron Goldman

Senior Vice President,

General Manager — Marketing and Business Development
Kenneth V. Jaeggi

Senior Vice President — Finance and Chief Financial Officer
Dr. Joseph Katz

Senior Vice President — Research and Development

Dr. Boris Metlitsky

Senior Vice President — Corporate Engineering

Dr. Satya Sharma

Senior Vice President, General Manager — Worldwide Operations
Robert W. Korkuc

Vice President and Chief Accounting Officer

DIRECTORS

Dr. Jerome Swartz

Chairman of the Board of Directors, Chief Executive Officer,
Chief Scientist and Director

Raymond R. Martino

Vice Chairman of the Board

Dr. George Bugliarello

Polytechnic University Chancellor

Dr. Leo A. Guthart

Topspin Partners, LP Executive Director

Harvey P. Mallement

Harvest Partners, Inc. Managing General Partner
Tomo Razmilovic

Former President and Chief Executive Officer

Dr. James Simons

Renaissance Technologies, Inc. President

Charles B. Wang
Computer Associates International, Inc. Chairman

SYMBOL TECHNOQLOGIES

Shareholder Information

To provide shareholders with more timely information,
Symbol’s quarterly financial results are posted on

the Company’s Worldwide Web Site (www.symbol.com).
Requests for interim and annual reports, Form 10-K, or other

information about the Company should be directed to:

INVESTOR RELATIONS
Symbol Technologies, Inc.
One Symbol Plaza, MS A-25
Holtsville, NY 11742-1300

TRANSFER AGENT/REGISTRAR
The Bank of New York

63 Madison Avenue — 8th Floor
New York, NY 10016
1.800.524.4458

STOCK

New York Stock Exchange

Stock Symbol: SBL

The common stock is also traded on the Boston,
Philadelphia, Midwest and Pacific stock exchanges.

INDEPENDENT AUDITORS
Deloitte & Touche LLP

Symbol Technologies, Inc. is an Equal Opportunity and Affirmative Action Employer
Symbol, the Symbol logo, Spectrum24 and NetVision are registered trademarks of
Symbol Technologies, Inc. All other brand and product names are trademarks or

registered trademarks of their respective holders.

@2002 Symbol Technologies, Inc.

SEVENTY-EIGHT




OFFICES AND SUBSIDIARIES

ymbol Technologies Mexico Ltd.
orre Picasso

Symbol Technologies S.R.L.
Vig Cristoforo Colombo 49

Unit C, No. 55-61
Talavera Road

Fanuel Aviia Comacho No. 88

de Chapultepec
exico City

20090 Trezzano Sul Navigtio
Milan, Italy

Phone: +39.02.48.444.1
Fax: +39.02.44.54.385

North Ryde NSW 2113
Australia

Phone: +61.2.9878.4000
Fax: +61.2.9878.4700

.5.520.1835
+52 5.520.2086

Symbol Technologies B.V.

UROPE, MIDDLE EAST

Be A » A V] A

A Headguarters

Olympus-Symbol inc.
-Ei Building 4F

=24 7050 AA
Varsseveld
Netherlands

=22-2 Nishi-Shinjuku
Shinjuku-ku, Tokyo 160-0023

PIONE; .315.271.700
Fax:  +31.315.271.740

Japan
Phone: +81.3.3348.0213
Fax: _+813.33480216

Symbot Tectinologies EMEA

Symbol Technologies

Symbol Place

Hoybratenvein 35 C

N-1055 Osio

. 1
vanersniriangie

Ga137p

Shin-Osaka San-R Center Bldg. 9F
5-1-18, Miyahara, Yodogawa-ku
Osaka-city, 532-0003

dom

Norwa
%n T +47.9175.1285

Japan
Phone: +81.6.6394.8863

_118.9457000

tax:  +47.2232.4375

Fax,  +8166397.0503

Fax: .118.945.7500
i

Syrmbot Techinologies Africa, Inc.

Symbol Technologies Asia, Inc.

Regional Offices

HaelchB2 Rutherford Estate
1 Scott Street

Singapore Branch

Asia Operation

wieiFechnologies GesmbH

Waverly 2090
Johannesburg

Rooz-Eugenstrasse 70

uite-3-2 Haus-5 Stock

Republic of South Africa

Phene: +27.11.809.5300

230 Victoria Street #05-07/09
Bugis Junction Office Tower
Singapore 188024

Phone: +65.6796.9600

LAListria

+27.11.809.5330

Fax: +65.6338.3075

%3.1.505.57.94

+45.TOU5.39.62

knologies Benelux

delaHulpe 150/1

mbol Technologies S.L.

Symbol Technologies Hong Kong Limited

-dificio Piovera Azul
Calle Peonias, 2
Sexta Planta

2Madrid, Spain

Phone: +34.91.324.4000

Room 703, 7th Floor

Top Glory Tower

No 262 Gloucester Road
auseway Bay, Hong Kong

Phone: +852.2838.8360

Fax: +34.91.3244010

Fax: +852.2838.0316

=X F32.2:660.9237

Symoor echnologies AB
Solna Strandvidg 78
Box 1354

Symbol Technologies Asia Inc.
Bejjing Office
Suite No. 561

arshoim

$171 26 Solna

Poly Plaza Office Tower

TenMmark

Sweden

&—+45.7020.1718

Phone: +46.84.452.900

H-Dongzhimen Nandajie
Dongcheng District

Tax. +45.7020.1716

Fax, +46.84.452910

Beijing 100027

pres Miadie fast

Su

China
hone: +86.10.6508.9535

Symbof Place
Winnersh Triangle

Fax:  +86.10.6501.9468

Berkshire

Symbol Technologies Asia Inc.

RG4T 5TP

United Kingdom |
1 +44.118.945 7000

44.118.945.7500

Shanghai Office

Room 3723, 37/F, Nan Zheng Building
N0.580 Nan Jing West Road
Shanghai 200041

China

ASIA-PACIFIC

Phone: +86.21.523.40778
Fax: +86.21.523.40292

Asia-Pacific Headquarters

Symibot Technologies Switzerland

Singapore Branch
230 Victoria Street #05-07/09
Bugis Junction Office Tower

ore 188024

Symbol Technologies Asia Inc.
Shenzhen Office

w Century Hotel
HuaQiang Bei Road
Fu Tian District,
Shenzhen 518 028
China

e—+85.6796.9600

+65.6337.6488

One: 141.1.308.3616

Phone: +86.755.3233.915
Fax:  +86.755.3233.909

s TEOT TEChAGIoG1EsS.A.

entre d'AffairesdAntony

S=RTe de fa Renaissance

Regional Offices
Symbot Technologies Pty. Ltd.

Symbol Technologies Asia inc.
Korea Office
Room A-609

aa

on egex ce

10th Floor

Champs Elys'ees Center

1.40.96.52.00

Fax: +33.1.40.96.52.52

432 5t.Kilda Road
Melbourne, Victoria 3004

B89-5 Daechi-Dong
Kangnam-Gu

Seoul 135-284

Austraiia

Phone: +61.3.9862.7000

Fax: +61.3.9862.7001

enbach, Germany

Korea
Phone: +82.2.562.0530
Fax: +82.2.562.0531

F4960.74490.20
4.427.95




Eisioasymboi.com |
2 IEnioEs,
<A Lo e —




